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German telecoms 


Will the open framework 
be respected? 



Morgan Stanley 


Dean Witter 1 ’s 
brokers delighted 


Biometrics 


Faster , cheaper 
fingerprint systems 
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Surprising advances 
for market forces 
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Bonn moves to 
speed sale of 
Lufthansa stake 

Seven international h anks have been invited to 
put forward p lans for the privatisation of the 
German government's final 35.68 per cent stake 
in national airline Lufthansa. The talks with 
b ank s suggest Bonn is hastening effo rt s to com- 
plete the sale of the stake - valued at about 
DM4.5bn ($2.57bn) — by thp end of the year. 

Page 17 

Merrill in Israel telecoms dead: 

Investment bank Merrill Lynch is paying the 
Israeli government S250m far UL5 per cent of 
state telecoms company Bezeq. The move crm e 
a day after confirmation that a planned August 
public offering in the telecoms group was being 
postponed. Page 17 ; Observer, Page 15; Lex, 
Page 16; Cellular tender, Page 18 

DuPont buys ICI bulk chemicals: The 

UK's Imperial Chemical Industries is selling its 
titanium dioxide and polyester businesses for 
$3bn to DuPont, the US's largest chemicals 
group. Page 17; Observer, Page 15; Lex, 

Page 16 

Formula One pledge: Richard Branson, 
head of tbe UK's Virgin group, promised to set 
up 3 rival motor racing contest if Formula One 
carries out its threat to pull out of the British 
grand prix when the UK government bans 
tobacco advertising and sponsorship. 

Page 10 

UK orders Gulf syndrome study: Britain’s 
Labour government annmiivwi fresh research 
into the mysterious ailments suffered by many 
Gulf War veterans and promised speedier 
assessments of their condition. It will spend 
£2.5m i^4. 24m) on studies of the possible effects 
of vaccines and tablets given to protect troops 
against insects, rihpmirai and biological warfa re. 

Peru anger grows: Peru faces 
anti-government protests over what are seen as 
further constitutional violations by President 
Alberto Fujimori. The protests were sparked by 
a TV report of routine telephone tapping by the 
authorities, and news that the main shareholder 
in the channel that revealed the tapping was to 
be stripped of his Peruvian nationality. 

Page? 

Jailed for corruption: The head of an 
Egyptian public company was jailed for 10 years 
for corruption. Abdel Wahab El-Habbak, who 
was denounced by his estranged wife, was 
convicted of embezzling over J2&2m of public 
funds. 

Volkswagen of Germany plans to double car 
production in Slovakia to more than 60,000 next 
year from 30,000 in 1996. It aims to be making 
some 300 cars a day in 1998. 

Trouble for Mir chief: Vasily Tsibliyev, 
Russian commander of the damaged Mir space 
station, is exhausted and has a minor heart 
problem. Russian mission control said this 
should not affect his planned sortie to the holed 
Spektr module, but more health tests would be 
conducted today . 

Accident mars start of Israeli games: 

The opening of the 15th Maccabiah. the Jewish 
Olympics, near Tel Aviv was marred when a 
bridge to the stadium collapsed, killing one per- 
son and wounding at least 40 others, five of 
them seriously, police said. 

Hague court Jails Serb war criminal: 





The UN war crimes tribunal at The Hague 
sentenced Bosnian Serb Duean Tadic, above, to 
20 years in prison for his part in a vicious 
"ethnic cleansing" campaign against Moslem 
civilians. “Dusko” Tadic, 41, was given a total of 
97 years on 11 counts of crimes against human- 
ity and war crimes, to run concurrently. Page Z 

FT.com: the FT web site provides online news, 
comment and analysis at http://wwwJT.com 
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Boeing and 
Brussels 

closer over 
US merger 

Commission proposes deal on 
McDonnell Douglas spare parts 




By Emma Tucker in Brussels 
and Michael Skapfaiker 
in London 

Boeing and the European 
Commission were edging 
towards a deal yesterday 
which could help break the 
deadlock over the aircraft 
maker's proposed merger with 
McDonnell Douglas. 

Brussels Is understood to be 
willing to accept a deal under 
which Boeing would license a 
third party to make spare 
parts for McDonnell Douglas's 
civilian aircraft. 

Such a move would answer 
the Commission's concern that 
an enlarged Boeing would 
have an overwhelming posi- 
tion in the civil aircraft mar- 
ket, making it difficult for Air- 
bus Industrie, the European 
consortium, to compete. 

The Commission is con- 
cerned that airlines operating 
McDonnell aircraft would be 
overly dependent on Boeing 
for their servicing and supply 
of spare parts. Brussels has 
pointed out that following the 
merger Boeing would control 
84 per cent of the existing 
global in-service fleet 

Hie idea of licensing a third 
party could help break the 
deadlock between Brussels and 
Boeing which arose after a 
European Union advisory com- 
mittee recommended blocking 
the merger, contradicting tbe 
US Federal Trade Commission, 
which approved it without con- 
ditions. 

The takeover of McDonnell 
Douglas, first announced in 
December, would create the 
world’s biggest aerospace and 
defence company. Although 
there have been few com- 
plaints from airlines about the 
merger, Airbus has said the 
enlarged Boeing plans to force 
it out of business. 

Legal experts believe an 
agreement between Boeing 
and the Commission could 
take the form of a licence to a 
third party of McDonnell 
Douglas's intellectual property 
rights, combined with a trans- 
fer of the relevant know-how 
needed to manufacture the 


spare parts. 

Granting a licence to a third 
party in order to establish 
greater competition is a rem- 
edy commonly deployed by 
companies seeking EU 
approval for mergers. 

For example, in its merger 
with Scott Paper, Kimberley- 
Clark agreed to license the 
Kleenex brand for use in the 
UK and Republic of Ireland on 
toilet paper and kitchen roll. 

Boeing refused to comment 
on the Commission’s proposal, 
saying only that it was con- 
tinuing to work with Brussels 
to find “a mutually acceptable 
solution”. 

However, industry observers 
said licensing a third party to 
manufacture McDonnell Doug- 
las spares could create other 
difficulties. "Customer service 
can't be separated from spares. 
Who's going to provide the 
training and technical sup- 
port? Boeing has hundreds of 
field representatives around 
the world,” one observer said. 

With only days to go before 
the official deadline for EU 
regulatory approval of the con- 
troversial deal, a Brussels 
source said much work still 
needed to be done on the two 
other sticking points that 
threaten#) wreck the merger. 

Boeing and the Commission 
have yet to resolve differences 
over the 20-year exclusive sup- 
ply deals that Boeing has con- 
cluded with three US airlines. 
Boeing has offered to shorten 
or modify the contracts, but 
this js unlikely to rhawpw the 
decision by the airlines to boy 
their aircraft from the US man- 
ufacturer rather than from 
Airbus. 

Brussels had earlier given 
Boeing until last night to sub- 
mit final proposals on how to 
meet EU concerns. This was to 
allow for a further meeting of 
the Commission's advisory 
committee and the translation 
of texts. 

However, as the Commission 
Is not due to make a decision 
until July 23, negotiations 
between the two sides are 
likely to continue until next 
week. 



The coffin of Miguel Angel Blanco is carried by his family, followed by politicians, military officers and (he population of Ermua. 
Spain, during a massive funeral yesterday. He was kidnapped and shot by the Basque guerrilla group. ETA. Report, page 2 hw 


Chirac warning on 
hindering industry 


By Samer iskandar in Paris 

Mr Jacques Chirac, the French 
president, yesterday warned 
France's Socialist government 
not to hamstring industry with 
"obsolete and absurd regula- 
tions”. 

He called for a resumption of 
reforms initiated by MT Alain 
Juppg, the former right wing 
prime minister, but frozen by 
the Socialist government in 
the wake of its recent electoral 
victory. 

Speaking on television as 
part of tbe Bastille Day cele- 
brations, the Gaullist president 
attacked the government’s 
plans to make it more difficult 
for companies to lay off 
employees as part erf corporate 
restructuring. 

-Ibis is a disc ussi on from 
another time . . . One cannot 
imprison the activities of those 
who create [wealth and jobs] 
in obsolete and absurd regula- 
tions,” he said in his first TV 
appearance since the begin- 
ning of his "cohabitation” with 
the Socialists. . 

The president also cautioned 
against the socialist govern- 
ment's attempts to slow down 
the privatisation process. 

"The state today has nothing 
to do with the management of 


the competitive sector; it is not 
its role. Every time it has done 
so, things went badly wrong or 
were very costly. Our large 
companies can no longer live 
without alliances. They must 
be able to forge European alli- 
ances," he said, referring to 
Thomson-CSF, the French 
defence and electronics com- 
pany whose full privatisation 
wac called off by the govern- 
ment last Friday. 

In response, Mr Francois 
Hollande, of the Socialist 
party, said the president had 
no choice but to let the govern- 
ment govern. He said Mr Chi- 
rac had "yet to understand 
that on June 1, the French 
rejected the choices, the deci- 
sions. and the measures" of 
the outgoing government 

The president reaffirmed 
France's commitment to join- 
ing the single European cur- 
rency, due to be introduced in 
January 1999, but he said the 
budget deficit for 1997 would 

It's a Cinven fact 


be “of the order of 3.5 per cent 
(of gross domestic product 1". 
well outside the target of 3 per 
cent of GDP set by the Maas- 
tricht treaty as a condition of 
entry into economic and mone- 
tary union. 

Tbe government of Mr Lio- 
nel Jospin, prime minister, is 
struggling with the need to 
meet the Emu criteria, while 
'’’Keeping to its electoral pledges 
on jobs and welfare. 

However, the president 
stopped short of advocating a 
libera] economic model similar 
to that of the UK or US. Mr 
Chirac said Mr Tony Blair, 
Britain's Labour prime minis- 
ter. was a "very liberal” free 
marketeer. 

Ihe president also renewed 
bis pledge to "fight with 
extreme firmness" the far 
right National Front, which 
won almost 15 per cent of the 
vote in tbe election. 

Preparing for Emu, Page 3 


BT braced 
for investor 
gr illin g 
at AGM 


By Martin Brice, Virginia 
Marsh and Alan Cane in 
London and Richard Waters in 
New York 

British Telecommunications* 
board was yesterday rehears- 
ing its response for wbat is 
expected to be a bruising 
annual general meeting In 
Edinburgh tomorrow. 

Sir Iain Vallance, BT chair- 
man, is known for his emol- 
lient way with unhappy share- 
holders, but be is expected to 
have to deal with a flood of 
questions from investors con- 
cerned about tbe future of the 
company's planned merger 
with MCI of the US. 

The merger between tbe two 
companies, set for completion 
this autumn, is in jeopardy 
after MCI unexpectedly 
revealed last week that Us 

Continued on Page 16 
Lex, Page 16 


Kenya is told to reform or 
western aid will be stopped 


■ NORTH SEA ML (Argu*) 


Brtrt Dated ... *1784 (1881) 1 DU —10238 (28387) 


By MEcbela Wrong in Nairobi 
and Michael Holman in London 

International pressure on Mr 
Daniel Arap Mot Kenya's pres- 
ident, intensified yesterday 
when western nations urged 
him to Introduce political 
reforms or face suspension of 
aid and loans. 

Renewed political violence 
in the capital Nairobi 
prompted a tough warning 
from Germany, one of the 
country's leading donors. “The 
Kenyan government can only 
count on our development aid 
if it complies with democratic, 
pluralistic and constitutional 
rules in political debate,” said 
the German ministry for eco- 
nomic cooperation and devel- 
opment. 

The public message was 
reinforced yesterday by -pri- 
vate warnings from other 
bilateral donors as well as the 
World Bank and the Interna- 
tional Monetary Fund. 

An IMF official is due in Nai- 
robi today and is expected to 
make clear that renewal of tbe 


country's loan agreement is 
dependent not only on stron- 
ger action against corruption 
but also an end to tbe political 
unrest that is undermining the 
economy. 

Nairobi yesterday echoed 
once again to the sounds of 
gunfire and exploding tear gas 
canisters as police fought 
street battles with thousands 
of students calling for constitu- 
tional reform. 

The riotin g, which followed 
the worst week of political 
unrest in the country in seven 
years, exploded as students 
from the Kenya Polytechnic in 
central Nairobi set up barri- 
cades of burning tyres in the 
central Haile Selassie Avenue. 

Chanting "no reforms, no 
elections”, the slogan of the 
broad-based movement calling 
for constitutional change 
before forthcoming polls, the 
students stoned security forces 
who responded with plastic 
bullets and tear gas. 

The Central Bank of Kenya 
and central post office were 
closed and traffic piled up as 
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the three-and-a-half hour bat- 
tle raged in the heart of the 
city. Riot police fanned out to 
protect the nearby US embassy 
before storming the polytech- 
nic to snuff the protest out 

At least nine people were 
killed when police broke up 
peaceful rallies last week call- 
ing for the repeal of colonial- 
era laws giving the president 
an advantage in elections 
expected later this year. 

Last week's scenes of riot 
police clubbing unarmed civil- 
ians senseless in what is tradi- 
tionally regarded as East 
Africa's most stable democracy 
triggered an outcry abroad and 
have sent tremors through 
Kenya's financial markets. 

The fresh flare-up suggests 
that a recent offer by the presi- 
dent to discuss the constitu- 
tion with the governing coun- 
cil of the ruling Kanu party 
and a conference of part)’ dele- 
gates had done little to 
assuage a growing sense of 
public anger. 

Observer, Page 15 
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NEWS: EUROPE 


Bosnian Serb gets 

20 years in prison 


By Guy Dinmone m Belgrade 

The United Nations war 
crimes tribunal in The 
Hague yesterday handed 
down a 20-year jail sentence 
to Mr Dusan Tadic, a Bos- 
nian Serb, for crimes com- 
mitted against Moslems. 

He was found guilty of 
being involved in beatings 
and torture tixat led. to at 
least two deaths during the 
1992-96 Bosnian war. 

The sentence reflected the 
international community's 
new get-tough policy 
towards wanted war crimi- 
nals as a means of shoring 
up the fragile Dayton peace 
accord before Nato’s sched- 
uled withdrawal from Bosnia 
next June. 

The presiding judge, Mrs 
Gabriefle Kirk McDonald of 
the US, sentenced Mr Tadic, 
a former police reservist, on 
11 counts and delivered a 
harsh message to indicted 
Bosnian Serb leaders still at 
large. 

“You embraced the 
extreme principles of Serb 


nationalism," she said. 
■Those who sought territo- 
rial and political gains initi- 
ated a campaign to realise 
these goals by force of arms 
wfth limitless cruelty and 
viciousness. You responded 

to this t*awip?i gn . . and you 

must bear responsibility for 
your criminal conduct." 

Lawyers Tor Mr Tadic, who 
pleaded not guilty on the 
basis of mistaken identity, 
are to appeal against the 
sentence, only the second to 
be passed by the tribunal 
since it was formed in 1993- 
An ethnic Croat who took 
part in the Bosnian Serb 
army's execution of Moslems 
in 1995 was jailed for 10 
years. 

The tribunal holds 10 
indicted suspects at its 
detention centre in The 
Hague and has publicly 
announced warrants against 
67 other suspects, including 
the former Bosnian Serb 
president. Mr Radovan 
Karadzic, and his military 
commander, Gen Ratko 
Mladic. Both have moved 


freely within Serb-controlled 
areas as well as in neigh- 
bouring Serbia. 

In a radical change of 
strategy ’that coincided with 
a tougher policy adopted by 
the US towards Bosnia, the 
tribunal said in June it 
would Issue sealed warrants 
to maximise the chances of 
seizing suspects unaware 
they had beat indicted. 

After years of criticism of 
Nato for failing to back the 
tribunal's efforts to bring 
war criminals to justice, 
British special forces in 
northwest Bosnia last Thurs- 
day shot dead Simo Drljaca, 
a former police chief, after 
be resisted capture, and 
arrested Mr Milan Kova- 
cevic, a hospital director. 
Both had been secretly 
indicted for crimes against 
Moslems In the notorious 
Omarska detention centre 
where Mr Tadic had also 
been active. 

Drljaca was given a hero's 
funeral with military hon- 
ours in the northwest town 
of Banja Luka on Sim day. 



Dusan Tadic: sentenced for murder and crimes against humanity 


Hours later a bomb 
exploded outside the offices 
of international monitors in 
Serb-controlled Zvoraik, 
destroying a truck and shat- 
tering windows. There were 
no casualties. 

Mr Chris Bennet. spokes- 
man for the International 
Crisis Group that monitors 
implementation of the Bos- 
nian peace accord, hailed the 
US-backed operation against 
Mr Drljaca as an "incredible 
masterstroke’'. "Drljaca was 
a massive fish, 95 per cent as 


big as Karadzic." he com said 
in Sarqjavo. 

Drljaca, he said, was not 
only a wanted war criminal 
but a war profiteer allied to 
the hardline camp support- 
ing Mr Karadzic in his power 
struggle with bis successor, 
Mrs Biljana Plavsic, presi- 
dent of the Serb republic 
that makes up half of the 
theoretically unified Bosnian 
state. 

Mr Bennet said Serb reac- 
tion to Nato’s new strategy 
of seizing war criminals was 


likely to be muted as the 
Bosnian Serb leadership 
needed the continued pres- 
ence of US troops to ward off 
the threat of any offensive 
by the stronger Moslem- 
Croat army. 

Mr Momcilo Krajisnik, the 
Bosnian Serb member of the 
collective Bosnian presi- 
dency and a hardline oppo- 
nent of Mrs Plavsic, attended 
Sunday's funeral and 
denounced the trial of Mr 
Tadic as politically moti- 
vated. 


Watchdog insists he has real bite 

World’s most liberal market is the aim of Germany’s new telecoms regulator 


Germany’s telecommunications law 
has the potential to create the most 
liberal market in the world. The task 
now is to fulfil that ambition, with- 
out being distracted by politicians or 
resistance from Deutsche Telekom, 
the former monopoly which domi- 
nates the telecoms business. 

That is the agenda set by Mr 
Klaus-Dieter Scheurle. appointed 
last week as head of a new post and 
telecommunications regulatory 
authority which starts work next 
January 1. "We have a real chance 
to get a very competitive environ- 
ment - and very strong growth," he 
said In an Interview. 

There is nevertheless considerable 
scepticism among newcomers in the 
sector. The government is widely 
regarded as having moved too slowly 
in setting up the new authority, 
which has less than six months to 
prepare for full liberalisation. Mr 
Scheurle himself - a senior civil ser- 
vant in the post and telecommunica- 
tions ministry - is seen as lacking 
business experience, as too political 
(he worked for the parliamentary 
party of Chancellor Helmut Kohl's 
Christian Democratic/Christian 
Social Union between i960 and 1993) 
and too close to the dominant com- 
panies he is supposed to control. 

His office is in the same block in 
Bonn as Deutsche Post, the mail ser- 
vice. Until his appointment as regu- 
latory chief he was on the supervi- 
sory board of T-Mobil, the mobile 
telephone subsidiary of Deutsche 



Klaus-Dieter Scheurle: no favours 
for Deutsche Telekom uvc amanov 


Telekom, which is still majority- 
owned by the state. 

But Mr Scheurle, a quietly-spoken 
native of Stuttgart, says such accu- 
sations are "not new” - and wrong. 
"The new telecommunications act. 
the rates regulation ordinance and 
the interconnection ordinance are 
regarded as the most liberal frame- 
work in the world," he claims. "Hie 
point now is to see the aims of the 


telecommunications act are fulfilled. 
We won’t have any political discus- 
sions on this point - or special 
flavours for Deutsche Telekom." 

As for his own background, "you 
cannot say that it is better to have 
an academic or someone from the 
private sector. I believe It really 
depends on the quality of the person 
- the strength of the individual. . . 
Perhaps you have your own vision of 
a civil servant, but remember Ger- 
man civil servants drew up the tele- 
communications act which, as I said, 
is very liberal.” 

The 1996 act is already being 
tested. Mr Wolfgang Bdtsch, federal 
post minister, who has regulatory 
responsibilities until the end of the 
year, is embroiled in a dispute with 
Deutsche Telekom. The issue is 
“interconnection" arrangements 
offered by the telecoms giant to new 
competitors which wish to link their 
networks with Deutsche Telekom's. 
Mr Bdtsch has threatened fines if 
acceptable offers are not made. 

Mr Scheurle, who will now be 
more closely involved in such deci- 
sions, says interconnection rules 
"are things that Deutsche Telekom 
is not going to like”, but a company 
which no longer has monopoly sta- 
tus “has to change its attitude". His 
relationship with Deutsche Telekom, 
he maintains, "hasn't been easy for 
much of the time because of Deut- 
sche Telekom’s concerns about the 
telecommunications act when it was 
being considered by parliament". 


As if to emphasise his distance 
from Deutsche Telekom, he happily 
suggests the group should consider 
selling its loss-making cable televi- 
sion interests, which serve almost 
17m households. He has no power to 
force such a move and doubts on 
cost grounds whether, as same 
claim L the network could be used by 
competitors as a rival telecommuni- 
cations business. “But if the cable 
business makes losses it would be a 
very good business decision to sell it 
or to do something else with it" 

In his approach to his new job, Mr 
Scheurle shrugs off differences in 
business culture between Germany 
- where the boundary with politics 
is often blurred and a consensus 
approach often preferred - and the 
UK or US. where independent tele- 
coms regulators are well established. 
T don’t think there are big differ- 
ences because we have free markets 
in all these countries, as well as sim- 
ilar regulatory frameworks.” 

The future development of Ger- 
many’s telecoms industry depends 
on two factors, Mr Scheurle says. 
First, the strength of competitors. 
“You can see very strong, well- 
financed competitors in the OS. And 
in Germany we also have very big 
companies as competitors - includ- 
ing the electricity companies." Sec- 
ond is the strength of the regulator. 
"And l have the very strong inten- 
tion to be a very strong regulator." 


Ralph Atkins 


Debate on right to sell life’s secrets 

Euro-MPs consider gene patent law, write Daniel Green and Sander Thoenes 


T he European Parlia- 
ment votes tomorrow 
on the complicated 
and divisive issue of gene 
patenting. 

Those in favour of the 
draft directive claim that at 
stake is the viability of two 
of Europe's most important 
industries: pharmaceuticals 
and agriculture. 

Both make use of genetic 
research. Every living thing 
has genes (people have about 
100,000). Each gene is 
involved in the production of 
a protein which plays a role 
in how a living thing devel- 
ops. One gene might be 
responsible for the lung dis- 
ease cystic fibrosis and 
another for the rotting of 
tomatoes. By changing or 
removing the right gene, 
cystic fibrosis might be 
cured or tomato harvests 
increased. 

The industries that rely on 
work with genes are among 
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Europe's fastest growing. 
Most companies are in the 
UK, but other countries are 
trying to catch up. Germany, 
for one, has launched a 
DM150m f$84.7m) subsidy 
programme for commerci- 
alising biotechnology, partly 
because it sees employment 
opportunities there to offset 
job losses in older industries. 

Patents are central to bio- 
technology in that it takes 
several hundred million dol- 
lars to develop a new drug. 
The developer has the drug’s 
20-year patent life to recoup 
the investment and make a 
profit. 

Opponents say the direc- 
tive would allow the "patent- 
ing of life" because genetic 
material is partly responsi- 
ble for making living things 
the way they are. How can a 
royalty be charged for what 
is part of living plants and 
creatures, they argue. 

They are also concerned 
that the draft directive could 
lead to the exploitation of 
developing countries, whose 
citizens' genes and crops 
contribute to the collective 

intellectual property. 

For example, they fear cof- 
fee farmers in Ethiopia could 
end up paying royalties to 
large western corporations 
for growing the same coffee 
they have grown for decades, 


By Ralph Atkins in Bonn 

Chancellor Helmut Kohl 
yesterday described Ger- 
many's relations with 
Poland as the best in this 
century and gave strong 
backing for “speedy" Polish 
membership of the Euro- 
pean Union. 

Speaking after the first 
consultative conference 
between ministers of the 
two governments, Mr Kohl 
stressed the importance he 
attached personally to 


just because the corporation 
patented a gene sequence 
that makes the coffee brand 
resistant to pests. 

Some opponents of the 
draft directive, such as Pro- 
fessor Jacqueline McGlade of 
the Department of Biological 
Sciences at Warwick Univer- 
sity in the UK. say this 
would extend the scope of 
what is patentable in Europe 
to include "all organisms'*. 

"You could patent the oak 
tree by screening its genes 
for potential medical applica- 
tions,” she says. 

However, lawyers such as 
Mr Richard Hacon, a London 
patent barrister who has 
advised industry and envi- 
ronmental groups, say this is 
not so. 

"Not a lot would change if 
the directive were passed," 
he says. “The European 
Patent Office (EPO) has 
already been granting 
patents on the things people 
are worried about". For 
example, the EPO granted a 
patent on Harvard Universi- 
ty’s “oocomouse": a mouse 
genetically susceptible to 
cancer which can be used for 
the testing of new cancer 
drugs. 

The draft directive, pro- 
posed by the European Com- 
mission, would go before the 
Council of Ministers if the 


extending the EITs borders 
beyond the river Oder. 
“Poland is a part of Europe 
and without Poland, the 
European Union is only a 
torso," he declared. 

The meeting in Bonn was 
an attempt to put relations 
with the former Warsaw 
Pact country on a formal 
footing, with annual minis- 
terial conferences similar to 
the twice-yearly Fran co-Ger- 
man summits. Mr Kohl said 
Poland itself had to ensure 
that it met the conditions 


parliament approves it. It 
would harmonise legislation 
on patenting bio-technologi- 
cal inventions throughout 
the 15 member states. 

The difficulties in grasping 
the technical, scientific and 
legal arguments have raised 
the profile of more succinct 
moral objections to gene 
patenting. 

"This is a highly te chnical 
directive and the deputies 
don't realise what's at 
stake," says Mr Antonios 
Trakatellis, a Christian Dem- 
ocrat MEP and biochemist 
from Greece. "If you give a 
patent on a gene you give a 
monopoly. Companies will 
be interested in ‘conquering* 
as many genes as they can. 
This is really madness." 

"It’s like patenting a fin- 
ger, a heart or a kidney." 
said Mrs Eleanor Gluckman, 
a French doctor who has 
protested against a US 
patent on umbilical cord 
blood, used to treat leukae- 
mia. "You cannot patent a 
living thing like that, espe- 
cially when it's used to treat 
patients." 

Plant and animal breeders 
worry they will have to pay 
a licence fee on generations 
of cows and corn cobs. 

Mr Peter Ruckenbauer. of 
the Institute for Agricultural 
Sciences in Vienna, said 


for EU membership, but 
Germany would offer sup- 
port in that process. 

The ranks of ministers, 
however, were depleted by 
the absence of the Polish 
interior and defence minis- 
ters, who cancelled at the 
last minute because of the 
catastrophic floods which 
have hit southern Poland 
and the Czech Republic with 
the loss of at least 74 lives. 
The German federal govern- 
ment, which bad already 
offered Poland more than 


more jobs would be lost 
among small-time breeders 
because of the patent direc- 
tive than would be created 
in the biotech Industry. 

“For farmers, it is very 
important to have an open 
market, so they can use the 
best genetic animals avail- 
able," says Mr Wim Wis- 
mans, director at the Dutch 
Animal Breeding Regula- 
tions Board. 

However, Mr Robin Nott, 
biotechnology patent special- 
ist at solicitors Cameron 
McKenna, argues farmers 
would only buy genetically 
engineered seeds or animals 
if they brought a commercial 
return. 

Many of these arguments 
are a re-run of two years ago 
when the European parlia- 
ment threw out the last bio- 
technology patent draft 
directive. 

Since then, some of the 
proposed provisions have 

been tightened: there are 
limits on how gene patents 
may be applied, and how 
they affect plant varieties. 

This time, the industrial 
lobby groups have taken the 
battle to the environmental- 
ists, And they have some 
patient groups on their side 
urging financial rewards for 
effective treatments. 

Editorial comment, Page IS 


DM400,000 ($226,000) in aid 
towards flood relief, prom- 
ised yesterday to give fur- 
ther technical help. The Red 
Cross in Germany has also 
appealed for donations. 

Poland is one of five coun- 
tries judged by the Euro- 
pean Commission to be 
ready to open accession 
negotiations with the Euro- 
pean Union. Mr Jacques 
Banter, president of the 
Commission, will present a 
blueprint this week on 
enlargement to the Euro- 


King in 
TV plea 
after Eta 
murder 

By Tom Bums in Madrid 

King Juan Carlos planned an 
appeal for calm and resolute 
opposition to violence In a 
television broadcast last 
night as the weekend mur- 
der by Eta, the Basque sepa- 
ratist group, of a kidnapped 
town councillor continued to 
shake the Spanish nation. 

Hundreds of thousands of 
people, gripped by an 
unprecedented sense of out- 
rage, gathered in central 
Madrid ahead of the King’s 
address to the nation, for a 
protest march against the 
terrorists. 

In an outpouring of revul- 
sion that has taken political 
leaders by surprise, the 
entire country observed 10 
minutes' silence at midday 
to commemorate Mr Miguel 
Angel Blanco, 29, a politician 
representing the centre-right 
Popular party on the town 
council of Ermua, deep in 
the Basque country. 

Traffic stopped and office- 
workers came out on to the 
streets as the Prince of Astu- 
rias, the heir to the throne, 
and Mr Jose Maria Aznar, 
the prime minister, headed 
mourners at the funeral ser- 
vice for Mr Blanco in Ermua. 
Feelings were running par- 
ticularly high in the Basque 
country where police have 
had to protect members of 
Herri Batasuna, Eta's politi- 
cal wing, against angry 
mobs. 

Eta had given a 48-hour 
ultimatum saying it would 
kill Mr Blanca unless the 
government ordered jailed 
members of its organisation 
regrouped in prisons in or 
near the Basque country. 
But the two bullets one of its 
members shot into the back 
of Mr Blanco's head as the 
deadline expired have back- 
fired on the terrorists and 
isolated their supporters. 

Yesterday, the Basque 
Nationalist party, the main- 
stream political group in the 
Basque country , said it 
would no longer co-operate 
with Herri Batasuna in the 
Basque parliament and in 
the town councils where 
both hold sway. The two par- 
ties share the broad aim of 
an independent Basque 
country, but for the first 
time the moderates have 
come out forcefully against 
those who back Eta. 

Amid signs that Eta's 
entrenched edifice is starting 
to crumble, a veteran Herri 
Batasuna leader condemned 
Mr Blanco's murder, saying 
he was considering with- 
drawal from politics. One 
Eta gunmen, serving a 30- 
year jail sentence, 
announced a hunger strike 
in protest at the organisa- 
tion's continuing violence 


pean Parliament. Poland 
was also among three for- 
mer Warsaw Pact states 
invited earlier this month to 
Join Nato from April 1999. 

Mr Kohl, who seven years 
ago oversaw an agreement 
ending disputes over the 
Polish-German border, said 
there was now a “new qual- 
ity" to relations between the 
two countries. The summit 
saw agreement to deepen 
co-operation In cultural 
fields, youth exchanges and 
in medicine. 


Kohl backs speedy Polish entry to EU 
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Kremlin hails 
‘reform vote’ 

Kremlin officials yesterday hailed the election of Mr Ivan 
Sklyarov as governor of Nizhny Novgorod as a v ote for 
the continuation of economic reform arm a rejection ra 
political extremism. Mr Boris Nemtsov, who vacated the 
governor's seat in March to become first deputy prime 
minister, said Mr Sklyarov’s victory showed Nizhny 
Novgorod’s 4m residents wanted to move forward to the 
21st century rather than back to "bankrupt co mmun i s t 
slogans and ideals”. . , , . 

The opposition parties had fought a determined 
f^mpaig n to defeat the pro-reform candidate In what was 
seen as an important test of Russia's political mood. More 
than 60 Communist MPs campaigned far their candidate, 
Mr Gennady Khodyrev, who also received the backing of 
Mr Vladimir Zhirinovsky’s ultra-nationalist Liberal 
Democratic party. 

In the second round of voting on Sunday, Mr Sklyarov 
won 52 per cent of the vote against 42 per cent for Mr 

^altina less important ballot on Sunday for the post of 
mayor of Samara, Mr Georgy Limansky decisively 
defeated the Kremlin-approved candidate. Mr L im a ns ky is 
the regional head of Mr Alexander Lebed’s nationalist 
party John Thornhill Moscow 

■ DUTCH SUPERVISION 


Watchdogs seek tougher act 

The three Dutch financial watchdogs confirmed yesterday 
that they are to tighten their collaboration and to discuss 
a full merger, in response to parliamentary worries about 
the reliability of the present system of supervision. 

The Dutch central bank, the securities trading 
watchdog, STE, and the insurers' review board. VK. are to 
compile a register for directors of financial institutions, to 
ensure standards of professional integrity. This 
confidential list would make it more difficult for directors 
dismissed under dubious circumstances to find a new 
employer. 

Partly on the back of two recent scandals, involving a 
fraudulent broker and a bankrupt Insurer. Mr Gerrit 
Tnim Dutch fi nance minister, last year asked the 
watchdogs to study closer collaboration. 

Parliamentarians also complained that the current 
system was outdated and that it lacked co-ordination, 
at a timo when the distinctions between banking, 
insu rance and investment were tending to become 
Increasingly blurred. Barbara Smit. Amsterdam 

U PORTUGUESE ECONOMY 


June inflation falls to 1.8% 

Portugal's year-on-year infla tion fell to 1.9 per cent in 
June, down from 2.1 per cent in May and half the level of 
the 3.6 per cent registered in June last year, the National 
Statistics Institute said yesterday. Annual average 
inflation dropped to 25 per cent from 3.0 per cent in May 
and 3.3 per cent a year earlier. 

"These figures indicate that annual average Inflation 
will fan to about 25 per cent by the end of the year and 
virtually ensure that Portugal will comply with the 
inflation criteria for participating in the single European 
currency,*’ said a senior bank economist. 

Portugal's central bank cut its three main money 
market intervention rates by 0.3 percentage paints on 
Friday, bringing the repurchase rate, the main reference 
for short-term interest, to 5.7 per cent. Peter Wise. Lisbon 

m US ADVICE 


Slovakia urged to reform 

Mrs Madeleine Albright, the US secretary of state, called 
on Slovakia yesterday to “rejoin the path" of democratic 
reform and earn a place in Nato alongside the Czech 
Republic. 

In a speech in her native Prague, Mrs Albright made a 
special appeal to the eastern part of the former 
Czechoslovakia, which has become a diplomatic outcast 
because of perceived shortcomings in malting democratic 
reforms. 

Saying that the Clinton administration had promised to 
back all nations "between the Baltic and Black seas" 
which met Nato's criteria for membership, Mrs Albright 
said she hoped it would “rejoin the path of true 
democratic reform" and make itself a "strong candidate 
for the second round of Nato enlargement". 

When Czechoslovakia peacefully split into separate 
states in 1993, Slovakia was seen as being among the 
frontrunners for early Nato membership. 

But when Nato Issued its first membership invitations 
to post-Communist states in Madrid last week, only 
Poland. Hungary and the Czech Republic won the nod. 
Slovakia was not even mentioned as a top prospect to - 
joint Nato in future. Reuter. Prague 

GERMAN ECONOMY 


Exports maintain recovery 

Germany’s economy has continued to recover during the 
second quarter thanks to strong exports, but domestic 
activity re m a ins subdued, the economics ministry said 
yesterday in its latest monthly report. 

To boost growth and employment, a decisive 
invest men t pickup is needed, but confidence ha« been 
dampened because of the uncertain fate of government 
tax reforms, it said. 

The opposition Social Democrats (SPD) threw a 
government package of DMSObn (*i7bn) in tax cuts out of 
the upper house of parliament this month. 

The tax reform now faces protracted parliamentary 
mediation. 

The report said that latest data still supported the view 
that “the drawn-out deterioration is coming to an end. . 
at least in western Germany”. The situation was more 
bleak In the east, where spending on jobs schemes has 
teeneutbatiL Reuters. Bonn 
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Unemployment edges down 
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Bigger is better in bourses’ brave euro world 


One of the 
principal 
hopes of 
jr 5 vT , '?31 t^ose who 
await the 
coming of 
the single 
currency 
Preparing enthu- 


Emu should give continental markets an opportunity to compete with the biggest in the 
world, writes Andrew Fisher in Frankfurt, but it is far from certain the chance will be seized 


for Emu s J asm rather 
rercnni than trepida- 
tion is that 
continental Europe’s finan- 
cial markets - led by Frank- 
furt and Paris — will collec- 
tively become strong enough 
to compete with the biggest 
In the world. 

For that to happen, many 
smaller bourses will have to 
disappear and larger ones 
wall have to co-operate - on 
products, technology and 
strategy. The initial manoeu- 
vring has begun, but the out- 
come is far from certain. 
National pride plays a strong 
role in the preservation of 
markets. 

Ultimately, though, it wUl 
he the big institutional 


investors which will decide 
where they want to trade. 
They will go where the mar- 
ket is most liquid, the prod- 
uct range is most diverse 
and the hack-office facilities 
are cheapest and m n*t effi- 
cient 

“In the Europe of the euro, 
there’s no pia» and no need 
in the long term for 32 stock 
exchanges and 23 futures 
and options exchanges," Mr 
Rolf Brener, chai rman of 
Deutsche Bank, said at the 
recent Global 24 conference 
in Frankfurt, at which 

speakers from Europe, Japan 
and the US were linked by 
video. 

He described monetary 
union as ’’one of the biggest 
chances, if not the chance of 
a lifetime, for Europe as a 
financial centre’*. It was an 
opportunity to gain competi- 


tiveness against the markets 

of the US. Japan and the 
Asia-Pacific region by con- 
centrating “the totally 
fragmented” markets in 
Europe. 

This fragmentation of 
stock markets, settlement 
rules and legal systems rep- 
resented “an endless row of 
mistakes, of falling behind, 
of being latecomers in an 
integrated global world". 
While Emu would not be an 
automatic remedy for social 
and economic problems, it 
would be “an accelerator of 
immense dimensions". 

It would help promote 
integration across Europe, 
“so that capital markets get 
an momentum to 

develop in a direction in 
which they ought to develop 
anyway”. 

Institutional investors 


would thus be more 
attracted to Europe, said Mr 
Breuer, who is also supervi- 
sory board chairman of 
Deutsche Bfirse, which runs 
the Frankfurt securities and 
derivatives exchanges. 

Companies should find 
that the cost of new debt 
issuance fell, while equity 
markets would become more 
transparent The Emu zone 
would contain the world’s 

third largest equity market. 

which Mr Breuer grandly 
forecast would be “the 
growth market of the com- 
ing years”. 

Not everyone shares this 
rosy view of the future. 
Although the tone of the 
conference was mostly posi- 
tive, central bankers - nota- 
bly Mr Eddie George, gover- 
nor of the Bank of England - 
injected, a cautious note by 


pointing out that to achieve 
a stable, successful euro, 
governments needed to 
make their economies far 
more flexible and dynamic. 

Foreign investors will be 
watching closely to see how 
well they succeed. Mr Yosh- 
iaki Kaneko, senior manag- 
ing director of the Tokyo 
Stock Exchange, said: “The 
key issue Is whether the new 
currency, the euro, Is strong 
and stable in future and also 
whether each country can 
satisfy the [Maastricht 
treaty! criteria, even after 
the start of monetary 
union." 

For Japanese investors, 
securities issuers and finan- 
cial intermediaries, “that’s 
the most important thing”. 
Since most institutional 
investors in Japan concen- 
trated on dollar and sterling 


investments, they were 
likely to wait and see how 
stable the euro became 
before deciding whether to 
shift more of their portfolios 
to Europe. 

Mr Richard Grasso, chair- 
man of the New York Stock 
Exchange, thought the main 
driving force in world capital 
markets in coming years 
would be continued privati- 
sation and a farther switch 
by companies from debt to 
equity financing. This would 
open up markets to a wider 
range of investors, as hap- 
pened in the US in the past 
few decades. 

This trend would be more 
important than technologi- 
cal advances in promoting 
the development of interna- 
tional capital markets, in 
and outside Europe. “When 
you create a common cur- 


rency platform, you stimu- 
late equity participation, you 
begin to develop a depth of 
investor participation in 
markets similar to the 
growth we experienced in 
the US." 

In Europe, he expected 
Emu to act as an “acceler- 
ant", helping to promote the 
development of privatisation 

and other equity-oriented 
trends across the continent 
“There will be a positive 
reshaping of the world’s 
financial markets.” 

Mr Daniel Hodstm, chief 
executive of the London 
International Futures and 
Options Exchange (Liffe), 
argued that London would 
remain dominant whatever 
happened. “The decision- 
makers are here. Investment 
banks, regardless of where 
they come from - Germany. 


France and so on - are 
based in London.” 

Few would disagree with 
his assessment of Londons 
strength. But Mr Jdrg 
Franke. a Deutsche BOrse 
executive, said the euro 
would increase competition 
between exchanges, and 
claimed the German deriva- 
tives exchange. Deutsche 
TerrainbBrse. would have an 
advantage through its elec- 
tronic trading system. 

Liffe and the DTB have 
recently indulged in a war of 
words over whether their 
competing strategies for the 
single currency era amount 
to war or competition. 
Clearly, technology will 
make it easier for institu- 
tions to decide where they 
want to trade. Nor does Mr 
Hodson think it will make 
much difference to London if 
the UK stays outside Emu. 
“London is virtually in 
Frankfurt and Frankfurt is 
virtually in London because 
of electronics.” 


.-•'V'V • ....... . 

Emu: Who's going to make it 


Rome has benefited from the election of a Socialist-led government in France, say economists 
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Italy's chances of joining 
the inaugural round of 
European economic and 
monetary union in January 
1999 have reached 75 per 
cent for the first time since 
the JP Morgan calculator 
was devised. 

Economists say that Italy, 
which was g i ven only a 50 
par emit probability of join- 
ing Emu at the start of the 
year, has benefited strongly 
from the election of a Social- 
ist-led government in France 
at the start of last month. 

Mr Lionel Jospin, the 
French prime minister, 
promised during the elec- 
tion campaign to press for 
the inclusion of both Italy 
and Spain in the first round 
of Emu. Italy has also been 
helped by indications that 
both Germany and France 
are unlikely to meet the 
strict Maastricht criteria on 
budgetary deficits. 

Italy’s i mpro v ing chances, 
which are calculated on the 
swap market’s expectations 
of future interest rates, 
mean that Europe's bond 
and currency markets 
expect a broadly based Emu 
to take place in 1999. “The 


Legal gunfight at the 
Novolipetsk corral 

Chrystia Freeland witnesses a shareholder 
struggle with shades of the American West 

R ussia's most high- drive, once widely dispersed the outside shareholder 
profile battle over shareholdings are being con- loosely aligned group w] 
shareholder rights solidated Into larger stakes, includes Cambridge Car 


R ussia's most high- 
profile battle over 
shareholder rights 
erupted at a contentious 
meeting last weekend, posh- 
ing the Novolipetsk Metal- 
lurgical Kombinat, the coun- 
try's largest steel producer, 
into legal limbo. 

Outside investors, who are 
locked in a long-running 
struggle with managers for 
representation on the board 
of directors, on Saturday 
mustered enough votes to 
quash the company's char- 
ter, pushing the giant fac- 
tory into a legal twilight 
zone and paralysing its man- 
agement. 

The outside investors por- 
tray the struggle at the steel- 
mill as a landmark effort to 
defend shareholders’ rights 
in Russia’s still savage mar- 
ket economy. By contrast, 
the management, which is 
allied with Transworld, a 
powerful metals trading 
company, attacks the inves- 
tors as speculators eager to 
make a quick profit at Rus- 
sia’s expense, with little con- 
cern for the long-term future 
of the plant or its workers. 

Their struggle is the most 
prominent of an avalanche 
of -rimnar disputes in Russia. 
Five years after Moscow 
began its mass privatisation 


drive, once widely dispersed 
shareholdings are being con- 
solidated into larger stakes. 
And, as in Lipetsk, in thou- 
sands of workplaces across 
the country outside inves- 
tors and entrenched Soviet- 
era managers are battling 
for control of Russia's indus- 
trial patrimony. 

The rfggh transformed 
hundreds of Soviet-grey 
industrial cities into the 
backdrops for acrimonious 
conflicts resembling the leg- 
endary cowboy showdowns 
of the American West, with 
money and guns in wild 
abundance. 

The battle for control in 
Lipetsk has created a bid- 
ding war for the few shares 
stm owned by workers and 
small-scale local investors, 
turning a few canny steel- 
workers into millionaires in 
the past few months. 

At the Novolipetsk plant 
meeting, bodyguards with 
short hair and thick biceps 
appeared to outnumber the 
shareholders. A team of 
sharp-suited Moscow litiga- 
tors representing the outside 
shareholders were made to 
check their guns and record- 
ing equipment at the door. A 
metal detector made sure 
they kept their promise. 

But, at the meeting itself 
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the outside shareholders, a 
loosely aligned group which 
includes Cambridge Capital 
Management and the Sput- 
nik Fund, two western 
investment funds, and Onex- 
imbank, one of Russia's 
most powerful commercial 
hanks, carried the day. 

Together, the group own 
just over 50 per cent of the 
plant’s share capital and just 
over 45 per cent of voting 
shares. That gave them 
enough power to quash the 
management's proposed new 
company charter, a measure 
which me** 08 the company 
and its board of directors 
now have no legal status. 

“The board of directors 
and the company charter 
now have no legal author- 
ity,” said Mr Genrikh Padva, 
a Cbadboume and Parke 
lawyer representing the out- 
side investors. “The com- 
pany can continue to live, 
but any actions its manage- 
ment takes. Including the 
conclusion of any contracts, 
could be disputed in court, 
and the court would proba- 
bly rule the action invalid." 

He added: “An even 
greater danger for them is 
that the state prosecutors 
could appeal to the judiciary 
and demand the liquidation 
of the enterprise." 

The irate managers of the 
steel mill, a vast complex 
which produced 7m tonnes 
of steel last year, warned 
that the move could have 
devastating consequences 
for the plant 

Mr Vladimir Skorokhodov, 
chairman of the board, 
charged that “they [the out- 
side investors] are pursuing 
a policy aimed at not ratify- 
ing the charter. This manna 
the company will become 
legally non-existent, leading 
ultimately to its liquidation 
and sale and the loss of jobs 
by its 50,000 workers". 

But the stoic worker-share- 
holders of the Novolipetsk 
plant seemed to have little 
fear of such apocalyptic 

developments. 

“We don't have a charter, 
but bo what?” asked Mr Yev- 
geny Mashkov, the 49-year- 
old chief of the carpentry 
shop. 

“A charter is just a sheet 
of paper, but the factory Is 
here. You can't just make it 
vanish, mt| you?" 


Odds shorten on Italy joining 
front-runners in Emu stakes 


markets are basically saying 
that the euro will be a soft 
currency,” said Mr Avinash 
Persand, head of currency 
research at 1 P Morgan. 

But analysts say that Italy 
is also being rewarded for 
its Improving fiscal situa- 
tion, with the latest esti- 
mates showing Italy's bud- 
get deficit falling to below 
3.5 per cent of gross domes- 
tic product this year. Some 
are even expecting it to fall 


to as low as 3.1 per cent, 
which wonld almost cer- 
tainly represent an improve- 
ment on France's expected 
performance is 1997. 

Under the Maastricht con- 
vergence targets, countries 
most aim for a sustainable 
budget deficit of 3 per cent 
of gross domestic product or 
below. President Jacques 
Chirac indicated yesterday 
that the 1997 French deficit 
was naming at about 3.5 


per cent of GDP. 

Mr Mark Cliffe, chief 
international economist at 
HSBC Markets, says that 
Italy is also benefiting from 
the weakness of the D-Mark 
against the US dollar. This 
has encouraged investors to 
switch into Italian assets, 
including Italian govern- 
ment bonds. 

“Europe’s high-yielding 
currencies always profit 
from weakness in the 


D-Mark,” said Mr Cliffe. 
“This is usually the trigger 
fin- strong buying of Italian 
government assets.” The 
spread of Italian bonds over 
the German benchmark 
bund fell below (L9 percent- 
age points yesterday for the 
first time. 

However, Mr Mario Monti, 
an Italian EU commissioner, 
said it ^ was not a foregone 
conclusion that Italy would 
be a founder member of the 


euro. “Since the end of 1996 
Italy has made big progress, 
but beware of being blinded 
by euphoria," he said. 

Economists warn that the 
trend towards a broader 
Emu is likely to have politi- 
cal repercussions in Ger- 
many, where public opinion 
seems unconvinced of the 
merits of the single cur- 
rency. Anti-Emu sentiment 
Is expected to harden in Ger- 
many if Italy looks certain 
to be included in the first 
wave. “The more likely that 
Italy joins Emu, the more 
likely it is that Emu will be 
postponed,” said Mr Per- 
saud. 

Edward Luce 
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this city which will always he unique: 6$ metres high, 166,000 square 
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NEWS; ASIA-PACIFIC 

A/Tdiaygia is the latest victim of Asia’s currency turmoil 


Ringgit allowed to 
fall in Malaysia’s 
tactical retreat 


Gy dames Kynge 
in Kuala Lumpur 

Malaysia has beaten back 
two big speculative attacks 
QQ its currency s ince mid- 
May with central bank inter- 
ventions costing up to an 
estimated US$2bn. But yes- 
terday, like Thailand and the 
Philippines before it, it suc- 
cumbed to overwhelming 
pressure and allowed the 
ringgit - or Malaysian dollar 
~ to depreciate significantly. 

The relaxation was not, 
however, a surrender. Bank 
Negara, the central h ank , 
has merely retreated to more 
defensible ground, dealers 
and economists said. 

Dealers were surprised in 
early trade yesterday when 
it became clear that Bank 
Negara had abandoned the 
M $2.5250 level it has been 
doggedly defending since the 
mid-May attack on the Thai 
baht But when the ringgit 
fell to M$2-55, a 16-month 
low, the bank intervened. In 
late trade, the currency had 
firmed slightly to around 
M$233. 

"People are not looking for 
a devaluation of the ringgit 


We are seeing a realignment 
Of its trading range to reflect 
the other currency deprecia- 
tions in the region," said Mr 
Eobns van der Wath. head of 
regional treasury economics 
at the Standard Chartered 
Bank in Singapore. 

Observers said there were 
two main reasons for the 
central bank's change of 
heart. The first was that a 
continued defence of 
MSL5250 would have taken a 
further large chunk out of 
foreign reserves, which 
totalled M$70bn In June. The 
second was that Malaysia's 
exporters, many of whom 
have seen lacklustre sales 
this year, have been losing 
out to counterparts in Thai- 
land. the Philippines and 
Indonesia since those coun- 
tries allowed their curren- 
cies to slide. 

Treasury economists said 
that, judging by the funda- 
mentals of the Malaysian 
economy, yesterday’s depre- 
ciation in the ringgit might 
be sufficient. But. they 
acknowledged, fundamentals 
have little bearing on the 
decisions of speculators. 
"They have hammered the 


baht and the [Philippine] 
peso and now they are hun- 
gry for the ringgit," said one 

dealer.' • 

The other worry is that 
the longer the speculative 
threat continues, the greater 
is the risk that the funda- 
mentals may turn sonr. 
Short-term interest rates 
have risen dramatically, bat- 
tering an already depressed 
stock market and raising the 
possibility that direct invest- 
ment will slow as banks 
raise their base lending 
rates, economists said- The 
key three-month Klibor 
(Kuala Lumpur Inter-Bank 
Offered Elate) rose to 16.4 per 
cent yesterday compared 
with a closing price of 13.4 
per cent on Friday. 

Several large companies 
have begun to experience 
problems in raising equity 
finance for the infrastruc- 
ture projects which Increas- 
ingly drive the economy. 
Yesterday the stock market's 
leading index was down 20 
per cent from its high In 
February this year: some 
recent share issues have 
flopped and several key com- 
pany listings have been post- 



poned indefinitely. 

"Quite a lot of investment 
projects will not go ahead 
and there will be a down- 
sizing of the most ambitious 
ones," said Mr NeD Saker, 
regional economist at Soc- 
Gen Crosby in Singapore. 

The threat of an economic 
slowdown is pressing Bank 
Negara to lower Interest 
rates, but many economists 
feel that if it were to do so, 
the ringgit could slump. 
"When interest rates are 
brought down, the ringgit 
could drop by 10 to 15 per 
cent," said Ms Seema Desai. 
regional economist at Schro- 
ders in Singapore. 


Several observers believe 
that Bank Negara could 
impose the same type of 
administrative controls as 
those tried by Thailand 
when the baht first came 
under attack. "They could 
freeze the ringgit swap mar- 
ket," said one dealer. "But if 
they did so. they would sur- 
render some of their free 
market credentials." 

In a sense, the bank has 
already nailed its colours to 
the mast. Mr Ahmad 
Mohamad Don, the governor, 
left little doubt last week 
that the bank is not about to 
throw in the towel in its 
struggle with speculators. 


Thailand intervenes to support baht 


By Ted Bardacke 
in Bangkok 

Thailand's central bank 
intervened yesterday in the 
currency market, saying the 
baht had fallen too far. after 
the currency sank to record 
levels. 

Spurred by the regional 
currency turmoil, the baht 
tumbled to a new record low 
of Bt30.80 in the domestic 
market before the central 
bank's announcement and 
intervention. By the close of 
trading, it had firmed to 


B129-90, stronger than Fri- 
day’s close of Bt30.75. 

The action marks the sec- 
ond time centra] bank offi- 
cials have announced an 
"appropriate" value for the 
Thai currency. Last week, 
they said it should be 
Bt27-50-Bt28Jj0, a level they 
did not attempt to defend. 

“Tbe baht has fallen 15 per 
cent since the new foreign 
exchange regime was intro- 
duced; the central bank 
thinks it is already at a level 
that is too low.” Mr Chalya- 
wat Wibulsawasdi. central 


bank deputy governor, said. 

Analysts said that trying 
to set a level for the cur- 
rency at this moment would 
have the effect of introduc- 
ing more risk. “Either you 
have a floating currency or 
you don’t" said Mr Paul Ala- 
pat financial economist with 
Lehman Brothers in Hong 
Kong. “The way it’s going, it 
will never settle.” 

Mr Rerngchal Mar aka- 
no ad. Bank of Thailand gov- 
ernor, said the central bank 
had intervened, “but in a 
very small way". The bank 


planned to keep the two-tier 
foreign exchange market 
and capital controls in effect 
He predicted volatility in the 
foreign exchange market 
should subside by mid-week. 
• Thai financial officials 
will take up to two weeks to 
study rehabilitation propos- 
als submitted by 16 
suspended finance compa- 
nies before deciding whether 
to allow talks to continue 
with potential partners or 
forcibly merge them with 
healthy competitors. 

Central bank officials mid 


mast companies had submit- 
ted some sort of proposal, 
but the fact that only four 
had publicly announced 
such plans should be seen as 
an indication of their 
strength. 

Among issues to be stud- 
ied are whether a firm pro- 
posal by new investors has 
been made, whether finance 
companies will be allowed to 
sell only their securities 
operations, and the flexibil- 
ity of foreign ownership lim- 
its, at present standing at 25 
per cent 


may seek new IMF backing 


Manila 

By Justin Marozzi in Manila 

The Philippines may seek 
financial support of up to 
$l.Sbn from the Interna- 
tiona] Monetary Fund and 
Japan's Eximbank to shore 
up dwindling international 
reserves, after last week’s de 
facto devaluation of the peso. 

The central bank, whose 
reserves are low compared 
with its south-east Asian 
neighbours, spent about 
$lbn defending the peso. 
Reserves fell to $10bn, repre- 
senting less than three 


months' import cover. 

“Every time we have a 
chance to increase reserves, 
we’ll grab it." Mr Gabriel 
Singson, governor of the cen- 
tral bank, said. “I under- 
stand the managing director 
of the IMF is going to take it 
up at the board meeting this 
Friday." 

The country’s weakening 
reserves position was “the 
most important reason" for 
letting the peso move within 
a wider band. The IMF 
praised the move and 
pledged financial support 


Some $600m is still avail- 
able under the Philippines’ 
IMF three-year extended 
fund facility, with an addi- 
tional “augmentation" of 
$450m, Mr Singson added- 
The country had been due to 
graduate from IMF tutelage 
at the end of last month but 
has applied for an extension 
following the failure to pass 
the final component of the 
tax reform programme. 

A further $450m was 
“readily available" from 
Japan Eximbank, Mr Sing- 
son said, although no deci- 


sion had been made yet to 
draw on funds from either 
Organisation- 

Analysts said the foreign 
debt position, standing at 
$42bn. of which 17 per cent 
was short-term, bad signifi- 
cantly improved. Given the 
economic f nnriampntqts , one 
said, the Philippines would 
probably receive a credit 
upgrade to full investment 
rating within 12 months. 

“They’ve done a good 
rescheduling of their 
short-term debt to longer 
and medium-term debt," said 


Mr Roman Azanza, head of 
SocGen Crosby Securities in 
Manila. 

According to the Depart- 
ment of Finance, for every l 
peso depreciation against the 
dollar, the government’s 
debt burden would rise by 
6bn pesos f$20Qm). 

As foreign exchange deal- 
ers wait for the peso to settle 
and find its new trading 
band, attention is still firmly 
focused on the key overnight 
borrowing rate, left 
unchanged at 32 per cent 
yesterday. 
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Few big 
winners 
in falling 
currencies 

By Simon Kuper 

The devaluations of 
emerging markets curren- 
cies have cost their coun- 
tries dear. But the banks and 
hedge funds who brought 
down the currencies have 
made relatively small prof- 
its. That Is because the tbree 
victims - the Czech koruna 
in May. an d the Thai *«iht 
and Philippine peso this 
month — are relatively minor 
currencies. 

Daily turnover in the baht 
is just $J4hn. A bank may 
have profiled from the baht’s 
15 pcs' emit fall only to see its 
gains eased by an incorrect 
bet on the D-Mark. 

There is none of the hand- 
rubbing at banks that went 
an in 1992, after they farced 
sterling and the lira out of 
the European exchange-rate 
mechanism. 

Another reason for the 
lack of euphoria today is 
many speculators lost 
money when the Thai cen- 
tral Hawk defeated assailants 
in May. 

The losses then were due 
to the peculiar way that cur- 
rencies are attacked. Typi- 
cally, a speculator bets 
against a currency by “short- 
ing” it in the case of Thai- 
land, he borrows bahts in 
order to sell them. Usually, 
be sells them In the “for- 
ward" market, where curren- 
cies are traded for delivery 
at a set date in the fixture. So 
the speculator may agree to 
sell BtlOQm far dollars one 
month's hence. He is betting 
that. In a month's time, the 
baht will have fallen. If be is 
right he sells his baht for 
dollars at the price agreed in 
advance, buys the baht he 
has to repay at the new, 
lower price, and makes a 
profit 

Central banks have three 
main defences against this 
strategy. First, they can stop 
local banks from lending 
money to foreign specula- 
tors. Thailand did this by 
creating separate onshore 
and offshore baht markets. 

Second, they can raise 
interest rates. That makes it 
more expensive to borrow a 
currency. This happened in 
May, when Thailand raised 
rates so sharply many inves- 
tors chose to repay their bor- 
rowed baht Immediately. 
The problem with increasing 
rates is the domestic econ- 
omy suffers. 

Third, central banks can 
buy their own currency in 
the market but this is expen- 
sive. Thailand spent about 
S20bn trying to prop up the 
baht and subsequently hav- 
ing to bail out companies 
and institutions that suf- 
fered from its fall. 


ASIA-PACIFIC NEWS DIGEST 


Asean warned 
by Hun Sen 

Mr Hun Sen, Cambodia’s “second” prime minister, 
yesterday accused the Association of South East Asian 
Nations of interfering in his country’s internal affairs. . 
fa rt her th reatening the country’s prospective membership 
of the regional group- Mr Hun Sen. whose forces took 

Phnom Penh last week in fierce fighting, said he was 
considering withdrawing his country's application. 

His warning to Asean.comes a week after it decided to 
postpone Cambodia's expected entry indefinitely. It also 
came as King Norodom Sihanouk, who is in Belling 
recovering after medical treatment, sold he was powerless 
to resolve the crisis. 

Mr Hun Sen also waned the international community 

against harbouring the “first" prime minister. Prince 
Norodom Ranariddh, who was effectivoly ousted In the 
ftg4iHn g Mr Hun Sen yesterday demanded the arrest and 
extradition of his rival co-premier. 

“If anybody dares to protect [him}. 1 can say that that 
foreign country is the defender of a traitor." he told 
reporters. The prince fled Cambodia on July 4 and has 
been campaigning for international sanctions against Mr 
Hon Sen. -AW. Kampong Thom. Cambodia 

■ INDIAN POLITICS 


Party quits coalition 

One of the main component regional members of India’s . 
United Front coalition withdrew from the government ... 
yesterday, citing frustration at internal political . . 
bickering. 

The Tamil Nadu-based Dravida Munnetra k re hagam 
said its 15 MBs would leave the iSO-seat government,- its 

leader criticising the “personal whims” and "private 

programmes” of other coalition partners. 

The party's departure will not immediately threaten the 
UF’s survival, however, with Mr Muthuvel Knrunanldfai, 
DMK president, saying his party would continue to 
support the government “from outside". 

But the DMK decision follows the formal split earlier 
this month of the UF’s biggest component party, the 
Janata Dal and a subsequent and unresolved Internal row 
over whether the breakaway Rash try a Janata Dal formed, 
by Mr Laloo Prasad Yadav, the legally embroiled Sihari 
leader, should be allowed to remain part of the UF. 

Mark Nicholson. South Asia Correspondent 

PRESIDENTIAL ELECTION 


Narayanan’s prospects strong 

An electoral college of national and local legislators began 
voting for India's tenth president yesterday. In a virtual 
one-horse race expected to choose Mr K R Narayanan. 76. 
now vice-president. 

Counting of votes and the announcement of the result 
are set scheduled for Thursday. The new president, to 
assume office for a five-year term this month, will take 
over three weeks before the 50th anniversary of India's 
independence on August 15. 

If elected, Mr Narayanan would become India's first 
low-caste president A former diplomat, he faces 
competition from Mr T N Seshan. former chief election 
commissioner. Reuter. A no Delhi 

■ TAIWAN CHALLENGE 


Lee plans to travel again 

Taiwan said yesterday it would request a transit visa 
from the US for President Lee Teng-hui. a move likely to 
provoke an angry outburst from China. Mr Roy Wu. the 
Foreign Ministry spokesman, said an application for the 
visa would be lodged for Mr Lee’s planned trip to a 
September conference in Panama. 

The stopover would be the first time Mr Lee has 
touched down on US soil since his 1995 visit to Cornell 
University, his alma mater, drew a furious response from 
Beijing. 

“We believe that, based on friendly relations and open 
communication channels between the two sides t Taipei 
and Washington), there shouldn't be any problems." Mr 
Wu said. Laura Tyson, Taipei 


Liabilities surge over 106% to new high in first six months 


INTERNATIONAL ECONOMIC INDICATORS: PRICES AND COMPETITIVENESS 


Corporate bankruptcies reach 
an 11-year record in Japan 


By Gwen Robinson in Tokyo 

Japanese corporate 
insolvencies rose in the first 
half of this year to their 
highest level in 11 years. The 
bankruptcies Increased 10.4 
per cent to 7,857, with liabili- 
ties surging more than 106 
per cent to a record Y6,330bn 
l$55.6bn), according to Tei- 
kofcu Databank, a private 
research agency. 

The previous record for 
any six-month period was 
Y3,950bn, in file first half of 
1995. 

The increase in liabilities 
reflects the extent of finan- 
cial problems still haunting 
companies with outstanding 
debts from the “bubble econ- 
omy" era of the late 1980s. 

The surge in liabilities was 


due primarily to the simulta- 
neous failures of three pri- 
vate financial institutions 
affiliated with Nippon Credit 
Bank, which is now undergo- 
ing restructuring. The three 
NCB affiliates. Crown Leas- 
ing, Nippon Assurance 
Finance Service and Nippon 
Total Finance, filed for bank- 
ruptcy in April with debts 
exceeding Y2,180bn. 

Without these three fail- 
ures, the continuing high 
number of corporate bank- 
ruptcies illustrates how 
Japan’s economic downturn 
in the past four years has 
compounded the bad-debt 
problems among companies 
across many sectors. 

Nearly 65 per cent of all 
bankruptcies in the slx- 
month period were blamed 


on poor economic condi- 
tions, according to Teikoku 
Databank. Failures in the 
building sector surged: those 
among wholesalers showed 
marked increases. 

Among specific reasons, 
“poor sales" were cited in 
4,119 cases, up from 3,708 
last year; “lax managemen t*' 
was blamed for 1.837 fail- 
ures, up from 1,318. 

Bad debts caused 300 cor- 
porate failures, up from 173 
the year before, the agency 
said. 

In June alone, corporate 
bankruptcies rose nearly 20 
per cent year-on-year to 
1,349, though total liabilities 
for the month fell nearly 40 
per cent to Y403.88bn. 

Hie drop In liabilities led 
some analysts to predict the 


scale of bankruptcies might 
be declining, as more large 
companies resolve their bad- 
debt problems and complete 
restructuring programmes. 

The unexpected collapse 
on July 4 of Tokai Kogyo, a 
medium-sized general con- 
tractor, with YSiobn in debt 
has reawakened fears that 
farther big bankruptcies are 

yet to surface. 

On the Tokyo stock mar- 
ket. construction-related 
issues and those of debt- 
laden companies have falle n 
sharply in response to the 
news. Tokai Kogyo ranked 
as the eighth biggest coir 
lapse since the end of the 
second world war. Its failure 
will boost total liabilities 
from bankruptcies in the 
second half of thin year. 
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NEWS: WORLD TRADE 


Washington offer to ease market restrictions boosts prospects of. liberalisation 

US lifts financial services hopes 


By francos WWferns 
in Geneva 

Prospects for global 
liberalisation of financial 
service were boosted yester- 
day by a new offer from the 
US, which would give for- 
eign companies virtually 
unrestricted rights to com- 
pete in Its vast market 
Hie offer, ahead of a meet- 
ing of World Trade Organisa- 
tion fjrwmrinT services n ego- 
tlators on Thursday, 
removes an important 
restriction' in the previous 
US proposal which' guaran- 
teed access to its market 
only for the existing 


_ operations of foreign camps* 
nies. 

. Washington is now extend- 
ing **iw guarantee to aQ-fia> 
sign institutions and to new 
- QT p ypa nd ^d financial BStr 
vices. However, the offer is 
co nrirtta gal on a sa ti s fac t or y 
overall deal being reached 
by thA December 12 deadline 
-for completing -the WTO 


In 1995 the US walked 
away from* WTO accord lft* 
erallsing hanking. Insurance 
and securities services on 
the grocnffi that a number 
of jgipffrtant developing 
.cortntriMrhad not gone tar 
amngh fa opening up thefr 


domestic markets. A stop* 
gap deal, involving the Euro- 
pean union and other. WTO 
memben, esphes at the end 
of the year. - ■ . 

. Mr Robert Robin, the US 
treasury secretary and Ms 
Charlene Barsfaafeky, the US 
trade representative, said 
yesterday that they axpected 

emerging markets to 
improve- “dgslflcanth” on 
their initial offers, to “estab- 
lish a level playing field for 
US firms to compete effec- 
tively. 

US' negotiators have 

expressed disappointment 

that Japan's offer. tabled last 
Priday. did not inrinde firm 


WTO commitments on the 
bilateral agreement' between . 
the US and Japan to open its 
Insurance sector. 

Senior -negotiators from 
- the US trade representative's 
office and the US treasury 
wIH he travelling to nine 
countries in Asia next 
zramtib to stress the need for 
more market opening. Their 
itinerary includes Japan, 
South. Korea, Malaysia, 
Indonesia, the Philippines, 
Thailand and India 

Financial services negotia- 
tors had set -a- deadline of 
yesterday for improved 
offers in the talks - but only 
the Quad powers (the US, 


EU, Japan ap H Ca n a da ) A nd 
a scattering of others seemed 
likely to have met the target 

The EU submitted its offer 
earlier this month, while 
Canada's offer Is imminent 
Most other countries have 
said they will not be ready to 
submit proposals before Sep- 
tember. 

Other Improvements in 
the latest US offer would 
give foreign banks equal 
treatment with domestic 
ones in opportunities arising 
from recent liberalisation of 
interstate -banking, and 
remove some residency and 
citizenship requirements for 
foreign insurers. 


Power equipment hunt heats up 

Cosy ties between utilities and suppliers are being broken, writes Stefan Wagstyl 


L eading makers of elec- 
trical power and 
transmission, equip- 
ment are on the lookout for 
acquisitions. 

The industry, with an esti- 
mated annual turnover of 
$60bn, has long lived in the 
shadow of the power genera- 
tion equipment producers. 
Manufacturing overhead 
cables, switches and trans- 
formers has rarely attracted 
thp Mnw interest as bunding 
power stations worth $lbn 
and mare. - - 
Yet the same pressures 
which have promoted global- 
isation of the power genera- 
tion industry are now acting 
on the transmission and dis- 
tribution (t&d) market 
Growing deregulation and , 
privatisation of the global 
electricity industry is break- 
ing tiie cosy ties which once 
existed between stateowned 
utilities and local equipment 
suppliers. 

Prices are felling fast, put- 
ting pressure on margins 
and costs, and creating 
opportunities for interna- 
tional groups at the expense 
of local manufecturers. 

This is especially true in 
the $2Qbn-a-year market for 
high-voltage and medium- 
voltage equipment for 
distributing power around 
regions and cities and in 
industrial sites. Low-voltage 


T&D world market shares 



equipment, such as house- 
hold wiring, .mostly remains 
a local industry. 

Globalisation has In the 
past few years forced merg- 
ers in power generation 
equipment Today, the six. 
leading makers - General 
Electric; Westinghouse of 
the US; Siemens cf Germany; 
ABB, the Swiss -Swedish 
group; Mitsubishi Heavy 
Industries of Japan, and 
GEC-Alsthom, . the 
Anglo-French company - 
together have an estimated 
market share of 80 per cent 
in power generation. 

But t&d has so far 
remained a far more frag- 
mented business, with the 
top four makers - ABB, 
GEC-Alsthom, Siemens and 




Schneider of France - 
accounting far only about 45 
per cent of the wadd market 
for high- and medium-volt- 
age equipment 
Industry executives think 
these big companies will 
increasingly grab a larger 
share of the market through 
sales growth and acquisi- 
tion. “National markets are 
breaking up,** says Mr Rai- 
ner Bttsch, a director of Sie- 
mens power and transmis- 
sion and distribution 
division. *7 expect to see 
more consolidation" 

Mr Robert Mahler, manag- 
ing director of GEC-Als- 
. thorn's t&d ffvi^ioii, says: 
“Our customers^ are going 
Internationa^ fSo) we must 
offer our seroq&jand prod- 



ucts globally. I think weH 
see more mergers and joint 
ven t ur es." 

Some consolidation has 
occurred. ABB, Conned from 
Asea of Sweden and Switzer- 
land’s Brown Boveri, and 
GEC-Alsthom, a joint ven- 
ture between GEC of the UK 
and France’s Alcatel Als- 
thorn, -are . the results of 
mergers in the late 1980s. 

.ABB later established 
itself as the world’s bigges t 
supplier by buying the t&d 
activities of Westinghouse. 
Last year, GEC-Alsthom 
bought from Daimler-Benz of 
Germany the bulk of its 
AEG power distribution 
business, for about DM400m 
($225 Am). 

The European manufactur- 
ers see North America as 
prime territory for further 
expansion because of the 
absence of a strong domestic 
producer since Westing- 
house sold its business to 
ABB. 

GE, the leading domestic 
power generation equipment 
maker, has only a modest 
t&d business, though it does 
operate in import a nt niches, 
for example, in a joint ven- 
ture in high-voltage trans- 
mission with Hitachi of 
Japan tn another estab- 
lished this year with Harris 
Corporation, in computer- 
controlled . power manage- 


ment systems. 

GE has been cautious 
about t&d because much of 
the equipment is relatively 
bulky to makB, notably 
cables and basic transform- 
ers. So, much of the business 
in t&d has gone to local sup- 
pliers, even in developing 
countries. But belief is grow- 
ing among European manu- 
facturers that the picture 
could change. 

Electricity producers no 
longer seek the cheapest 
equipment at the lowest pur- 
chase price, but are inter- 
ested in value-added services 
such as after-sales repair 
and maintenance deals. Mr 
Mahler says: “The pendulum 
is swinging bock in favour of 
big suppliers who can offer 
better service to customers”. 

Technology is playing into 
the hands of the larger com- 
panies, which are able to 
concentrate on high-margin 
innovative products such as 
maintenance-free switches 
install ed in vacuum cham- 
bers. 

Further into the future 
loam other innovations with 
possible commercial applica- 
tions, Including fuel cells - 
gas-powered devices for stor- 
ing energy - and supercon- 
ductors. More important is 
the rapid development of 
software for Integrating and 
controlling power networks. 



VWs assembly plant near Bratislava: the factory has been 
developed for low-volume niche vehicles 

VW to double 
Slovak output 


By Kevin Done, 

East Europe Correspondent 

Volkswagen of Germany, the 
leading European car pro- 
ducer, is planning to double 
car production in Slovakia to 
mare than 60,000 next year 
from 30,000 in 1996. 

The car assembly opera- 
tion is to move to three-shift, 
round-the-clock working 
later this year, as the plant's 
capacity is raised from 160 a 
day to around 300 in 199& 

The German carmaker 
began hesitantly In Slovakia 
in the early 1990s. But dur- 
ing the past four years it has 
rapidly developed its plant 
on the outskirts of Brati- 
slava for both car assembly 
and gearbox and compo- 
nents production. 

VW, which moved 
operations eastwards partly 
to offlset high costs in Ger- 
many, has emerged as the 
leading foreign industrial 
investor In Slovakia. Car 
output, which totalled 3,000 
in 1993, Is expected to rise to 

35.00040.000 this year. 

The Bratislava workforce 
will be raised to around 2£00 
by the end cf the year from 

2.000 a year ago, and is likely 
to rise to over 3,000 in 1998. 

VW baa moved all produc- 
tion of its four-wheel-drive 


Golf Syncro family hatch- 
backs and estate cars to Bra- 
tislava from Wolfsburg, its 
main plant in Germany. The 
Slovak operation is the only 
plant producing the sophisti- 
cated top-of-th e-range, four- 
wheel -drive Golfs for the 
world market. 

The plant has been devel- 
oped for low-volume assem- 
bly of niche vehicles, which 
can be produced much more 
cheaply in a flexible, labour- 
intensive plant with low 
labour costs - as yet the 
plant still has no robots - 
than on the highly auto- 
mated, capital intensive 
assembly lines of VWs big 
German plants. 

The company is investing 
around DM250m ($57m) at 
the plant in 1997 and 1998, 
after investment of around 
DM 185m in 1091-1996. It will 
begin output of the new gen- 
eration front-wheel-drive 
Golf in the autumn. 

Assembly will start next 
year of a second range of 
high-performance gearboxes, 
which will be used across 
the group's four VW, Audi. 
Skoda and Seat brands. 

Total transmission output 
at the plant is planned to 
rise to between 380,000 and 

400.000 next year from 

280.000 this year. 


Chile 

stresses 

bilateral 

accords 


By Stephen FMiar, 

Latin America Editor 

Simmering trade disputes 
between Chile and the US 
have emphasised the impor- 
tance of Santiago's network 
of bilateral trade agree- 
according to a Chil- 
ean trade negotiator. 
Jr*— Gabriel Valdes 
“W disputes with the us 
owsjmon and wood pred- 

nets had shown that a multi- 

S n aPBr08Ch to *«de 

relations was not sufficient 
for a small country. 

Bilateral agreements -pre. 
vide a mechanism for 
filet resolution and to deal 
with arbitrary decisions 
particularly the abuse of 
anti-dumping laws against 
which we don't have a 
defence. It means your eco- 
nomic weakness in terms of 
size will not count against 
you,” he said. 

The Chilean salmon indus- 
try faces an anti-dumping 
complaint from US produc- 
ers, which some years ago 
successfully pursued 'a simi- 
lar case that effectively 
barred Norwegian producers 
from the US market Chile 
sells about one- third of its 
annual $538m of salmon 
exports to the US. 

The other case concerns a 
US court decision to block 
imports of wood products, 
taken against the wishes of 
the US Department of Agri- 
culture, because of a sup- 
posed disease risk. “We are 
not exporters of chips and 
logs, bnt of processed wood 
for fu rn iture ." he said. 

Chile is next in line for 
admittance to the North 
American Free Trade Agree- 
ment. but has suspended 
negotiations with the US, 
Canada and Mexico until the 
US Congress protides the 
administration with “fast 
track** authority. This 
allows the administration to 
negotiate trade deals with- 
out a line-by-line veto. 
Chile, which already has a 
free trade accord with 
Mexico, has just approved a 
Nafta -compatible agreement 
with Canada. 







In 1996, L6 invested over USS9 billion to grow its business. 



Wo put pooplo firat. 


Ckon-Su % kac created something unbelievable, 

Imagine a device that combines the functions of a computet, a fax machine, a modem, a web browser, an 
electronic organizer and moie-66 small it rests comfortably in tbe palm of your band. 

■Wlwt Cban-Su most about LG Electronics’ new Handheld PC is tbe freedom it gives you to wort bow and 
where you like. Freedom from tbe expense and inconvenience of tbe long line of machines it replaces. 

LG’s other many leclmologically-flopliiaticated products include one-time programmable microcontroller unite 
and digital mobile tdecommunioation systems. Everything we mate exists because we listen to you. 

Now, bow can we help you? (fflh LG 


http://wim.lt.ce.kr/ 
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Hopes rise on common accounting standards 


By Jfcn Hnnt 

Accountancy Correspondent 

The chances of the world's 
leading stock markets allow- 
ing companies to list using 
wie common set of accounts 
improved yesterday after a 
marathon meeting called by 
global standard-setters in 
Beijing. 

Sir Bryan Cars berg, sec- 
retary-general of the Interna- 
tional Accounting Standards 
Committee, said the meeting 
had approved two new stan- 


dards and five draft stan- 
dards - putting it on course 
to meet the deadline set by 
securities regulators. 

In June next year the com- 
mittee is due to deliver a 
completed set of core stan- 
dards to IOSCO - the dub of 
the world’s leading stock 
nmrket regulators - for 
eventual endorsement 

The Beijing meeting saw 
the standard-setting body 
bach, two accounting treat- 
ments which follow the UK's 
code rather than that of the 


US - the world's dominant 
financial reporting frame- 
work. The committee is anx- 
ious tbat its framework is 
seen as genuinely Indepen- 
dent “Sometimes people say 
we are getting too close to 
the US. This is pretty clear 
evidence we debate these 
things out." said Sir Bryan. 

The only part of the core 
programme required by 
IOSCO which has no stan- 
dard or draft is that on 
financed instruments. Many 
observers believe this area 


may be placed on a separate 
track in order to allow the 
rest of the programme to be 
endorsed in 1998. 

But Sir Bryan hinted that 
a breakthrough might be 
possible at the IASCs next 
meeting In Paris in late 
October. "The timing is 
looking pretty tight on that 
- I can't give any firm idea 
of what the future will hold. 
But don't assume that we 
are necessarily going to be 
running late - it’s finely bal- 
anced.” 


The committee agreed 
standards cm presentation - 
how the accounts are laid 
out - and on segments - the 
way in which accounts 
should reflect the different 
parts of the business rather 
than merely aggregating 
data. Draft standards were 
agreed on how to account for 
discontinuing operations, 
intangible assets, business 
combinations, interim 
reporting and how to 
account for provisions and 
contingencies. 


The committee has taken 
the UK line on amortisation 
of goodwill - the difference 
between the value of a whole 
business and its separate 
assets. The committee will 
lift its 20-year maximum 
period for amortisation but 
thereafter will require an 
annual impairment test to 
check the asset’s value. 

The committee has also 
taken up controversial UK 
plans to limit a company's 
ability to make provisions. 
Management will have to 


demonstrate a specific com- 
mitment to incur future 
costs before a provision is 
allowed to meet them. 

Last week Canadian stan 
dard-setters signalled that, if 
the IOSCO agreement failed 
world standard-setting 
would be dominated by an 
American body led by the 
US. “The real emphasis of 
the Canadian report was 
'Let's wait and see'. I don't 
think that's bad news. They 
are strong supporters of the 
committee.” said Sir Bryan. 


World Bank to 
assess policy 
impact on poor 


By Mark Suzman 
in Washington 

The World Bank bas 
launched a wide-ranging 
review in conjunction with 
national governments and 
citizen's organisations 
groups m developing coun- 
tries to assess the full social 
and economic impact of its 
policies on the poor. 

Mr James Wolfensohn. 
World Bank president, said 
yesterday at the first global 
forum of the Structural 
Adjustment Participatory 
Review Initiative that the 
programme marked a crucial 
step towards overcoming the 
"incredible antagonism" that 
had come to characterise the 
relationship between the 
Bank and many govern- 
ments and “civil society” 
groups - non-governmental 
organisations. 

“ThisTias to be a joint 
exercise,” he said. "I don’t 
think the Bank can do this 
alone. There has to be a 
three-way partnership.” 

The initiative, known as 
Sapri. will initially be car- 
ried out In seven .countries: 
Ghana, Mali. Uganda, Zim- 
babwe. Ecuador. Hungary 
and Bangladesh. 

Mr Wolfensohn said efforts 
were being made to encour- 
age some larger emerging 
markets, particularly in 
Latin America, to participate 


but so far the Bank had 
not been able to get the nec- 
essary governmental con 
sent. 

Sapri grew out of discus- 
sions between the World 
Bank and representatives of 
about 500 non-governmental 
organisations with the aim 
of developing a study to 
examine the impact of struc- 
tural adjustment policies on 
people who have not bene- 
fited or participated in the 
programmes. 

The NGOs have argued 
that development policies 
have often been particularly 
harmful to the poorest sec- 
tions of the population, and 
accused the World Bank of 
failing to make proper use of 
local information in plan- 
ning new policies. 

The initiative's principal 
objectives are to demon- 
strate that participation of 
broad-based civil society can 
improve economic policy- 
making and to identify 
"practical and necessary” 
steps to improve the life of 
ordinary people in each 
country. 

In each participating coun- 
try. a national steering com- 
mittee comprising represen- 
tatives from NGOs. the 
government and the World 
Bank will be set up to co-or- 
dinate a series of public 
forums and field studies to 
examine the issue. 


Joint bid to end 
Hebron clashes 


Palestinian and Israeli forces yesterday worked together to 
restore calm to the West Bank town of Hebron following 
three weeks of clashes in which more than 150 youths were 
injured, Judy Dempsey reports from Jerusalem. 

The move follows talks between senior Israeli and Pales- 
tinian security officers at the weekend when they also 
agreed to resume joint patrols in parts of the West Bank 
and reopen shops close to Hebron's Jewish quarter. 

Some 200 Palestinian policemen stood on the invisible 
border dividing the 80 per cent of Hebron handed over to 
PLO self-rule from the 20 per cent held by Israel. 

Tbe co-operation comes in the wake of a meeting between 
Mr Yitzhak Mordechai, the Israeli defence minister, and Mr 
Nahil Shaath, Palestinian chief negotiator. They said they 
had discussed the long overdue opening of an airport in 
Gaza as well as establishing a safe corridor between Gaza 
and the West Bank. 

Such measures, they said, could help restore confidence 
and revive peace talks suspended since March when Israel 
started work on a new Jewish settlement in east Jerusalem. 



Palestinian policemen in Hebron yesterday tries to cover the camera 


Airport jewel in Palestinian crown 

Fate of important symbol of sovereignty rests with Israel, says Judy Dempsey 


T be road leading south 
from Gaza City cuts 
through orange 
groves, skirts along Jewish 
settlements and eventually 
comes to a heavily guarded 
Palestinian roadblock. 

It is no ordinary check- 
point Hie soldiers are man- 
ning what will soon become 
one of the most important 
institutions of Palestinian 
statehood - Gaza Interna- 
tional Airport 
Behind the high fences 
and the high arches of the 
lslamic-style terminal build- 
ings. the runway and control 
tower are all but finished. 


Work on the departure and 
arrivals terminals is going 
flat out in the hope of com- 
pleting the airport in a few 
months. 

But completion will not 
lead automatically to tbe 
opening of tbe airport. Its 
fate rests with tbe Israeli 
government, which in the 
coming weeks will decide if 
it will allow the airport to 
open as a gesture to restart 
the peace talks. 

The Israelis are concerned 
that a Palestinian airport 
would provide a conduit for 
weapons and terrorists. Nev- 
ertheless. they signed up to 


a formula in the 1995 Oslo 
accords which allowed mem- 
bers of the Palestinian Coun- 
cil to Oy in and out of Gaza. 

Nothing specific was said 
at that time about building 
an airport for Palestine - 
although “provisional air- 
strips” were sanctioned. 
Even so, the Palestinian 
Authority started 18 months 
ago carving out a 2J1 sq km 
plot of land for its new air- 
port Since then, both sides 
have argued over security 
arrangements while tbe Pal- 
estinians have pressed ahead 
with the foundations. 

ft was only after the sign- 


Notice of Early Redemption 
to the holders of 

USS 150,000,000 Subordinated Floating Rate Notes due 2000 
(the “Notes') 

Of 

CITIBANK Limited 

(the “Issuer") 

NOTICE IS HEREBY GIVBS THAT, in oawdonm with CondBion 4 cj 
of iba Notes the Issuer, having obtained the prior approval of the 
Reserve Bank of Australia, has sleeted to exercise its option to 
redeem all of the outstanding Notes at their principal amount 
together with accrued interest on the next Interest Payment Date, J Jlh 
August, 1997. 

Payments of principal and interest will be mode against presentation 
ana surrender of the Notes, together with all un matured Coupons, at 
the specified office of any Paying Agent listed below outside the 
United States of America and Australia by US dollar cheque drawn 
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relating to it, redemption shall be made only against the provision of 
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case of Coupons from the Relevant Dote (as defined in Condition 6 of 
rise Nates). 

Principal Paying Agent and Agent Bank 
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336 Strand 
London WC2R 1H8 
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Citicorp Investment Bank Citibank, NA. 

(Luxembourg] S A Boulevard General 
58 Boulevard B-1050 

Grand-Dudiesse Charlotte 
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As i senior member of the commodities team of this leading mtcfnarional 
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services and financially engineered products to institutional diems, 
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Highlights from the 
Chairman's Review, 
1996 

• Gross income amounted 
to £12.5 million. 


• Dividend for the year i 

7.75p. J 

- Total reserves of the J 

Group amount to J 

£107.5 million. j 

• Operating profit » 

increased by £1 .8 million • 
to £8.4 million. J 

• 1997 to be a year of } 

consolidation. 1 

AJM.M. Rom. Chatenm. 
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London EC2M sm. 
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ing of the Hebron agreement 
last January that a special 
Israeli and Palestinian com- 
mittee was set up to deal 
with Gaza airport. “We are 
now waiting for the political 
green light from the [Israeli] 
government.” said an Israeli 
spokesman. 

Mr Fayez Zaidan. chair- 
man of Palestinian National 
Airlines, chairman of the 
Palestinian Civil Aviation 
Authority and head of the 
Palestinian airport negotia- 
ting team, said most of the 
problems with the Israelis 
had been ironed out. "The 
Israelis know how much this 
airport means to our state- 
hood. I think this is one oC 
tbe reasons why they are 
dragging their feet,” he said. 
The Israelis say it is about 
establishing the security cri- 
teria. 

Sitting in his Gaza City 
office, decorated with small 
model aircraft and a huge 
picture of the new airport, 
Mr Zaidan spelt out what he 
believed had already been 
agreed in principle. 

“Although we have not yet 
signed the protocol, it has 
been agreed that the director 
general of the airport be Pal- 
estinian and not Israeli, 
which the Israelis first 
wanted, and that the airport 
police be Palestinian.” he 
explained. 

But Mr Zaidan added there 
would be a joint Israeli and 
Palestinian team in one of 
the security rooms and a 
joint air traffic control office 
“for coordination”. To meet 
Israel's security concerns, 
the Palestinians would allow 
the Israeli authorities to see 
the passenger list in 


advance, and along with Pal 
estinian ground staff, to 
escort aircraft to the parking 
positions. “And above all. 
Israel will have sovereignty 
over the airspace." added Mr 
Zaidan. 

If there is any sticking 
point, it is the Palestinians' 
insistence that Israel should 
not be allowed to decide uni 
laterally which outside air- 
lines can use Gaza. 

Although talks between 
both sides have remained 
suspended since Israel's dec! 
sion to build a new Jewish 
housing settlement in south 
east Jerusalem. Mr Zaidan 
has secured enough financial 
backing to build file airport. 

Egyptian banks have pro- 
vided Sl8m in soft loans to 
finance part of the civil 
works. The Spanish govern- 
ment has provided Horn for 
fire-fighting material, equip- 
ment, buses and conveyor 
belts and an additional 
$21. 5m in soft loans for 
maintenance, radar stations 
and air traffic control equip- 
ment. Germany has donated 
SlOm worth of navigation 
aids and other landing sig- 
nals equipment 

The airport will be able to 
handle 500,000-750,000 pas- 
sengers a year. More cru- 
cially. it will give the narrow 
Gaza Strip a window on the 
outside world. Increasingly 
important for an economy 
cut off from the West Bank 
and often from Israel 
because of regular closures. 

“The airport will boost 
investment But above all, it 
is important for our sover- 
eignty. It will be the crown- 
ing moment of my career.” 
said Mr Zaidan. 
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Harare 
braced 
for more 
industrial 
action 


By Tony Hawkins 
In Harare 

Zimbabwean business is 
bracing itself for further 
industrial action following a 
rash of strikes and go-slows 
which have hit industrial 
sectors ranging across the 
economy. 

Last week's stoppage* anti 
go-slows affected the con- 
struction. clothing, security, 
railway and communications, 
industries, resulting m a 
rash of pay settlements of 
over 30 per cent. 

The industrial unrest and 
pay awards are expcctid to 
undermine government 
efforts to curb the deficit in 
the budget, to he presented 
next week. 

The government, which 
claims to have convinced the 
IMF of Us seriousness in 
tackling a budget deficit of 
more than II per cent of 
GDP. set the hall rolling 
early in the month when tt 
conceded an award of over 
:i0 per cent to public ser- 
vants. 

With "performance 
awards", this settlement will 
cost over ZSllbtt (USS96dral 
over the next IS mouths, 
equivalent to s per ix*nt uf 
next year's forecast GDP of 
around ZSl tulm (I'SSlS.Hbn 
at current exchange rates). 

Private-sector employers, 
many of which had heen 
hoping to keep wage awards 
below the forecast inflation 
rate for this year of 24 per 
cent, were taken unawares 
by the government award to 
public servants. Labour 
unions have been quick to 
interpret the settlement as 
the norm for the economy. 

The catering industry 
offered workers 34 per cent 
to cut short a stoppage in 
the hotel industry, but 
employees are demanding a 
larger increase. 

At the weekend, employ- 
ees at the state-owned Posts 
and Telecomm unicat ions 
called off their industrial 
action after being offered 32 
per cent plus a 53 per cent 
increase in allowances. 

The Commercial Workers 
Union settled for 30 per cent 
but talks are continuing on 
increased fringe benefits, 
while workers in the cloth 
ing. construction and secu- 
rity industries and at the 
national railways remain on 
strike. 

There is also a go-slow at 
the country's main insur- 
ance company, the Old 
Mutual, and warnings of 
stoppages in other sectors 
including banking and some 
parts of the transport indus 

try. 

The industrial unrest does 
not come as a surprise given 
the steep fall in real earn- 
ings since the launch of the 
World Bank's structural 
adjustment programme in 
1990. Since then, average 
earnings across the economy 
have risen 144 per cent from 
Z$7,040 a year to Z$ 17.150 
last year. 

After adjustment for infla- 
tion. however, real earnings 
have plummeted 40 per cent 
as nominal wages have 
fallen lar behind inflation, 
which has averaged over 25 
per cent annually. 

Trade union anger has 
also been fuelled by rapidly 
escalating unemployment. 

Since 1990. less than 50 000 
jobs have been created, in a 
period during which more 
than 900.000 people have 
entered the labour market. 
Unemployment is currently 
estimated at around 35 per 
cent. 

Inflation fuelled by strikes 
and pay settlements will 
undermine government 
efforts to curb its deficit In 
budget plans to ' be 
announced on July 24. 


Algiers bomb kills 21 
amid surge in violence 


By Route Khatef in London 

A bomb exploded in the 
crowded market of an 
Algiers suburb yesterday, 
killing 21 people and 
wounding 40. 

The explosion in Baraki 
came amid a surge in vio- 
lence which has left more 
than 300 people dead since 
the June legislative elec- 
tions, which the army- 
backed government claimed 
would help reduce the five- 
year violence. 

The explosion, which the 
government blamed on 
extremist Islamist groups, 
was the worse bomb attack 
in the capital since last Feb- 
ruary. A blast in an Algiers 


cinema, last Wednesday left 
20 people dead. 

Newspapers also reported 
yesterday that armed bands 
killed 44 people in three sep- 
arate massacres on Sunday, 
in villages in Medea. 100km 
southwest of Algiers. One 
newspaper said the armed 
- groups kidnapped 2i girls 
from a village. 

News agencies reported 
from Algiers yesterday that 
the bomb was hidden in a 
bag and left in the market, 
as has been the case in other 
attacks. On Sunday, the gov- 
ernment promised to enforce 
security measures that it 
bad issued last month and 
Step up searches in public 
places. 


The June 
swept pro-i 
tics to victc 
the Islamic 
(FIS), the | 
been stripp 
victory in 
which pro 
descent inti 
In spite c 
attacks in t 
eign mintsti 
terranean 

ered in Algi 
for an info 
advance 
between ca 
sides or On 
The event 
important 
attempts to 
inlernatiotu 















l $J> 


5; 


rr*T' 




n 


,lVl : % 



FINANCIAL TIMES TUESDAY JULY 15 1997 ★ 


NEWS: THE AMERICAS 


Clinton backs 
healthcare 
ban on genetic 
discrimination 


By Gerard Baker 
hi Washington 

President Bill Clinton 
yesterday backed legislation 
that would make it |} l?p*i 
for US health insurance com* 
panies to discriminate 
against healthy people on 
the basis of their genetic 
inheritance. 

The president endorsed a 
report by the Department of 
Health and. Human Services 
that recommended closing 
loopholes in existing legisla- 
tion that allow insurers to 
charge extra p remiums and 
exclude certain Individuals 
from coverage altogether. 
The president also supported 
the department’s proposal to 
strengthen privacy laws far 
those found to be predis- 
posed to genetic disorders. 

“We don’t need inadver- 
tent discrimination in the 
insurance market - particu- 
larly in health insurance 
markets,” said Mr Mike 
McCurry. the White House 
press secretary, announcing 
Mr Clinton's support for the 
proposal. 

The president urged Con- 
gress to support legislation 
currently under consider- 
ation that would prohibit 
healthcare plans from 
requesting or using genetic 
information to deny cover- 
age or raise premiums. The 
administration's support for 
the bills mpjing they are 
alm ost certain to become 
law within the next year. 

The report noted that 
leaps in medical research in 
the last few years had identi- 
fied a genetic link to a grow- 
ing number of serious ill- 
nesses. Americans had 
benefited from the wide- 
spread availability of genetic 
testing for susceptibility to a 
range of disea ggg and condi- 
tions, including breast can- 
cer and Huntingdon’s dis- 


ease. But it warned that 
people were increasingly 
tnhi hited from undergoing 
genetic screening because at 

fears they might be denied 
insurance or forced to pay 
high er premiums.- 

"While progress in genet- 
ics can help millions of 
Americans, we know that 
genetic testing can be used 
by insurance companies and 
others to discriminate and 
stigmatise people,” the 
report said. 

Last year. Congress passed 
legislation that .prohibited 
insurance companies from 
refusing Cover to members of 
group health insurance 
schemes on the basis of their 
susceptibility to genetic dis- 
ease. But it left the way open 
for insurers to charge extra 
premiums fear cover for such 
members, and it did not 
apply to millions of 
Americans in individual 
health insurance schemes. 

The bill now supported by 
Mr Clinton would forbid 
insurers in the individual 
market to deny cover, 
ensure that premiums 
charged to all the insured do 
not reflect genetic risk Ac- 
tors; and prevent insurers 
from sharing confidential 
genetic information with 
others, such as life assur- 
ance companies. 

Insurance companies 
expressed concern at the 
president's support for the 
new restrictions. “The pro- 
posed legislation will drive 
up healthcare insurance pre- 
miums in the individual 
market by forcing hraithipr 
people to cross-5ubsidise the 
less healthy.” said Mr Rich- 
ard Coorsh, a spokesman far 
the Health Insurance Associ- 
ation of America. But the 
overall additional effect 
would be small, he added, as 
insurers already faced simi- 
lar restrictions at state level. 


Peru TV report 
on phone tapping 
prompts protests 


By Safly Bowen in Lima 

Massive anti-government 
protests were being prepared 
in Lima yesterday against 
what are being seen as far- 
ther constitutional viola- 
tions by the administration 
of President Alberto Fuji- 
mori. 

The protests were sparked 
by two related incidents on 
Sunday. First, an investiga- 
tive television programme 
revealed proof of systematic 
telephone tapping by the 
Peruvian authorities. Then 
within hours, the official 
government gazette - in a 
special edition - announced 
that Mr Baruch Ivcher, 
majority shareholder in the 
television channel which 
had made the revelations, 
was being stripped of the 
Peruvian nationality he 
acquired in 1984- It alleged 
technical irregularities in 
the naturalisation process. 

“This affects the essence 
of Peru's juridical security," 
said Mr Jorge Santistevan, 
Peru's “defender of the 
people" (a type of ombuds- 
man). “It makes it difficult 
to talk of the rule of law in 
this country today.” Both 
the withdrawal of Mr Web- 
er's nationality and the tele- 
phone tapping were blatant 
violations of the Peruvian 
constitution, be said. 

Mr Javier P6rez de Cuel- 
lar. the former United 
Nations secretary-general 
who ran unsuccessfully 
against Mr Fujimori in the 
1995 elections, said be was 
“indignant at the shameful 
attack" on Mr Ivcher, and at 


the telephone tapping scan- 
dal “Peru is living a perma- 
nent coup d’etat,” he said. 

Until late last year, the 
channel - wbose viewers are 
primarily Peru’s working 
classes - had been strongly 
supportive of the administra- 
tion, especially of its count- 
er-terrorist strategies. More 
recently, however, it has 
rejected government 
attempts to feed it informa- 
tion and has screened a 
series of highly damaging 
reports: it broke the news of 
intelligence service tortures 
and killings earlier this year 
and leaked the tax returns 
which confirmed the huge 
amounts earned by Mr Vladi- 
miro Montes inos, Mr Fuji- 
mori’s much-questioned but 
highly influential senior 
security adviser. 

It is assumed that revok- 
ing Mr Ivcher's nationality is 
a prelude to seizing his 
majority stake in the chan- 
nel, since foreigners are not 
permitted to control televi- 
sion ffhimwph hi Peru. 

Apparently trrefatable evi- 
dence of widespread tele- 
phone tapping, meanwhile. 
simply co nfirms Peruvians' 
long-standing suspicions. 

Reaction in the US to Sun- 
day's events is likely to be 
strong. The heads of the Sen- 
ate and House foreign rela- 
tions onmmisninng , Mr Jesse 
Helms and Mr Ben Gilman . 


have already expressed con- 
cern about the apparent per- 
secution of the Israeli-born 
Mr Ivcher. Mr Dennis Jett, 
tile US ambassador to Peru, 
has warned that Washington 
is monitoring events closely. 


Caracas curbs banks 

Venezuelan financial institutions were from yesterday 
required to lodge more of their ‘reserves with the central 
iSik as part of the bank’s efforts to soak up excess mone- 
tary liquiditv, Raymond Colitt writes from Caracas. 

The requirement for a.1 institutions to lodge 15 per cent of 
reserves up tram 12 per cent, will increase the cost of 
lending bv forcing banks to set aside more of their deposits, 
ft comes as strong fiscal spending is increasing inflationary 
nressure and keeping interest rates negative in real terms. 

Government spending has risen recently as a result of 
wane increases agreed earlier this year and aneoff payments 
mnde as part of a recent reform of the severance pay system. 

Commercial interest rates have inched up m recent weeks 
after aggressive open-market intervention by the central 
tank aswdl as a gradual recovery m credit demand. Vet 
SSe^frat^ still do not exceed the 12-momh inflation 

f °Sc ? amtra] ban? is" to begin using long-awaited treasury 
bonds in coming weeks as part of its open-market mterven- 
tion^Tbe biUsTonn part of a government scheme to cancel 
a S3.7bn debt with the central bank. 


Global pressures felt in US heartland 

Even landlocked St Louis is responding to changes in world trade, reports Gerard Baker 


S t Louis seems an 
unlikely place from 
which to view the 
revival of the US economy. 
The city took some hard 
knocks in the 1980s, along 
with much of the industrial 
Midwest, from a shrinking 
manufacturing base. Since 
then it has enjoyed steady, if 
unspectacular, growth. Its 
unemployment rate is in line 
with the national average, 
hs citizens’ standard of liv- 
ing a little higher. 

But in one critical respect 
St Louis provides an unusu- 
ally dear perspective an the 
changes that have overtaken 
US business in the last 
decade. Like many of the 
country’s employers, local 
companies no longer think 
locally, according to Mr 
Richard Fleming of the St 
Louis Regional Commerce 
Growth Association. They 
think globally. 

“It is not just familiar 
large wwwpMniPK, but small 
and medium-sized busi- 
nesses. They have almost all 
taken on . an international 
perspective now,” he says. 

St Louis’ companies have 
for years enjoyed having the 
world's largest internal mar- 
ket an their doorstep: one- 
third af the US population 
lives within 500 miles. But in 
the past few years, eves 


St Louis: felly paid-up member of the world 


Metropolitan labour fame (m) 
L4. 



US knporta and exports 
.as 96 of GDP 
18 


1896 

•Ttrtpi labour ferae • .1^82^00- 
Total amptoymant 1 . 301,500 
;.ToW wwn^fcyrnent' 61,300 
ItoenrpJoymant rata . <£% 

SeureaK Si Lot* ftootan* Commas* Gra*tn 

landlocked St Louis has felt 
the Impact of globalisation. 

Necessity has been the 
driving farce. In the 1990s 
the rapid industrialisation af 
Asia, the tearing down of 
global trade barriers and the 
end of the cold war have 
intensified global competi- 
tion, in both domestic US 
and international markets. 

In the US as a whole, trade 
has mushroomed. The com- 
petitive pressures this has 
have transformed 
traditional St Louis compa- 
nies. The chemical giant 
Monsanto is still one of the 



area’s largest employers. 
But. where it was once syn- 
onymous with smokestack 
factories, Monsanto is now a 
“life sciences company”. 
Most of its business is 
focused on research and 
development: its manufac- 
turing is slim and efficient; 
some see it as the Microsoft 
of the rhgmjrgis industry. 

This change has been 
achieved at a cost. In the 
past five years, Monsanto 
has restructured, cut the 
payroll hy thousands, 
reduced costs, sold off many 
businesses and invested 


heavily in the remainder. 
According to Mr Nick Filip- 
pello, the company's chief 
economist, the driving force 
haMnd much of the changes 
far his company and the US 
as a whole has bees the pres- 
sure of globalisation. 

“More open international 
markets have really put US 
companies’ feet to the fire." 
he says. “If you can't count 
any more on being protected 
from foreign competition 
you have no choice but to 
sharpen your competitive- 
ness.” 

The main impact of the 


™«sed competition has 
S n on *?* company’s abil- 
ity to raise prices, in the 
past, higher costs could be 
passed on to customers. Not 
any more. With hungry coS 
pastors pressing for market 
share, price stability is now 
a fact of life, now 

G lobalisation a j so 
helps explain why 
despite the success 
of US companies, many 
workers feel they have not 
benefited. Restructuring has 
cost millions of jobs in the 
US and global competition 
has restrained wage growth. 

According to the US Labor 
Department, total labour 
compensation costs have 
risen far less in the US than 
elsewhere as trade has 
grown. Between 1985 and 
1995, after stripping out 
exchange rate changes, total 
pay rose by Just 36 per cent 
in the US, compared with 51 
per cent in Japan and 69 per 
cent in Germany. 

Some economists believe 
the effects of globalisation 
on the economy have been 
overstated. After all. they 
point out, trade still 
accounts for less than a 
third of total economic activ- 
ity, a much smaller propor- 
tion than in mo6t European 
countries, for example. 


But globalisation goes 
beyond trade. Direct invest- 
ment, both into the US by 
foreigners and outside the 
US by Americans, has grown 
even faster than the growth 
of trade. The total stock of 
foreign direct investment in 
the US tripled between 1985 
and 1995. US investment 
abroad doubled over the 

sa w period. 

“Globalisation is not sim- 
P‘y a manufacturing pftc 
S5 no 5-- Mr Murrav 
™£2? auni ' prof, -'* sor af 

SS?H? al Wash «iRw* » 

University, and chair 
man of President Ronald 

S rouncil of **ci> 

nomJc advisers. 

“Freer capital markets 
mean services can move 
overseas too." 

But why has the US 
adapted better than other 
countries to the challenge'’ 
The answer, many econo- 
mists believe, is the greater 
flexibility US companies are 
able to deploy, unfettered by 
rigid labour laws. 

“Globalised markets have 
improved the bargaining 
power of US managers vis-a- 
vis their employees and their 
suppliers," says Prof Weidcn- 
baum, “That’s created an 
environment in which tradi- 
tional American entrepre- 
neurship has thrived." 


A progress report to global financial institutions 


It’s just a be ginning . 



Kenneth L. Burenga 
President of Dow Janes 
bunsngaOcor.dowJones.com 


F=our months ago, I told you that the 
people of Dow Jones Markets were start- 
ing to plan the future of financial services 
with a ‘dean sheet of paper and no limits.' 

Ws A, progress is more than promising. 
So I'd like to give you an update to show 
just what we've put on that 'sheet of paper.” 
Our new cross-functional development 
teams have moved incredibly test in a few 
short months, rolling up their sleeves to 
.start tumtagaiisioa into reality. We’re right 
.onschedtde. . . 

We began by meeting with many of 
you in brainstorming sessions to explore 
how your markets ro changing „ and how 
those changes will affect your operations 
into the next century. We're developing a 
deeper understanding of how you manage 
capital, manage risk and manage infor- 
mation. How you deal with technology, 
regulation and competition. And the 
threat of disintermediation. 

Not just today but in that rapidly approaching future where Europe has made 
decisions on monetary union, Hong Kong has adapted to Chinese rule, and Glass-Steagall 
is history. Where the Internet is fester and more secure. Where intelligent software agents 
find die data ... and visualization programs give it meaning. 

This focus on understanding your business is feeding our major new development 
programs. The screens on this page begin to suggest some of the early capabilities we've 
developed. Major customers will be working with us in coming weeks to refine these capabili- 
ties into comprehensive solutions. 

We (and our competitors) are still a long way from the ultimate goal of delivering 
fully open, integrated solutions so that - as 1 said in my first report - ”you can integrate 
every process, link to every business party, see all the information.' But less than four 
months after I tofd you our long-term vision, we’ve made a strong start. 

Another Dow Jones initiative is to create alliances with strategic partners whose 

special capabilities complement our owi core 
competencies. In just a few months, we've 
forged key agreements with leaders in 
technology, trading, databases, news and 
analysis - helping us become the full- 
service provider you need. 

Even as we plan for the long term, 
we aren’t forgetting your needs today. The new 
OnrJariB/tt to e&rfarntei easier^ 
access infotmafion from a single source. 

Dow Jones PassBook is a new 
foreign exchange order management and 
routing service that lets you create, track 
and execute limit orders globally in real time. 
It's the first in a new series of transactional 
services. 

The Dow Jones Platform, the 
industry* fastest-growing digital trading 
room system, can handle the performance 
demands of the largest global enterprises. 
(AskSakwa Bank how they've linked more 
than 800 traders on three continents -with 
the capability for major future expansion.) 
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Easier access ... enhanced infoimation 


more flexibility 


- Dow Jaws Feed v 

>' (fom^Efiefisiwaccfissto reaf-fints 
prHfeswffiawbarKjpase-tBs^tonh. 

• Interactive services, such as Global 
Debt Diabase aid Mews Search: . 

• Improved-speed, reliabfllty. efficiency, 

; resHiencyMid scaleabilJty. 

;.*'High-p«JonTBnC8 Internet-protocol 
comactioii. 

• Tlme-saries history, record-based news 
[_ .and deptfHfrmaW services. 

» Integrated WHtlhaDow Jones Platform 
. ^ ifter^eratrtewfto Reuters Triarchy 

’ aridlfeCo’nBu. 

•Biforefeleas© wiBadd more etementted 
. pate-arid h^or?, integrated transactions 
GapabiBtfesand reference data 

► de^oprr»r«tD 

IREtectyaff frtvesfrrant for the foug term. 



Integrated electronic mail 


Enhanced news 


.Kraft Our pint teams are herd at work 
defining Pat^artegi^fmax^senwes 
capafcifities of the future. Meanwhile, later flits 
yeac WH be using Microsoft® Ac«veX“tech- 

As Bffl Gales said, "Dow Jones,- is teafing 
the way as the financial services industry 
reinvents teeit.' 

UfrfiUMclL fair combined resources 
create “an Asian equities powerhouse that 


Same tent Daw Jones Affiances 

matches our previous alliance with P rbwrt c 
in Europe. . 

I CAP. Jmercapitai Brokers diversifies ow 
real-time prices with interest-rate swaps, ■ 
options and more. 

0 M 9 iBRMrBluWB , ve-extBndedour. . 
occlusive affiance lo 2002 so you'll coffinue 
to lave tee edge of Dow JonasTraieStatiorrt 
sophtifcated reaRime technical analysis. 
LD.EJL Independent economic research id 


Our longer-term strategic goal is complete integration of everything you need to 
run your business. With speed, power, ease of use and unsurpassed reliability. We're moving 
ter beyond our former role of being simply a provider of information and raw data. 

fn the future, we'd bring it ad together and put if into context ... white providing 
automatic links to a series of transactional and communications capabilities ... together with 
the valuable propriety content generated every day by the broad global resotfees of Dew Jones. 
I said in February that this won’t happen overnight But we’re pleased with the 
speed and effectiveness of our new development 
process, which we've built around multi-disci- 
plinary teams. I couldn’t be more proud of their 
work ... and they couldn't be more determined to 
make Dow Jones your first choice. 

More to come. 


FX and PX options. U.S. fixed Income, 
IB.EA fiisi Rate and more 
MiiIUit, Thousands of new real-tins and 
historical research reports on equities 
In ttnk original formats. 

Hind turns PmwtupaMt More 
than a dozen major financial institutions 
have s«ned on to work with us in refining 
our new dg ft tnp eapdrilities to meet their 
business neetfe. 


L.C 
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NEWS: UK 


Peugeot leads sco oter market 

Japanese 

two-wheelers 
lose ground 
to Europeans 



Royal Opera House 
bows out until 1999 



By Antony Thomcroft 


By John Griffiths 


Japan's manufacturers of 
s m all motor-scooters, which 
less than a decade ago sup- 
plied almost 90 per cent of 
machines sold in the UK, are 
retreating before a flood of 
stylish and innovative Euro- 
pean-designed and built two- 
wheelers. 

Honda. Yamaha, Suzuki 
and Kawasaki saw their 
combined share of the UK 
market plummet to 34-35 per 
cent in the first half of this 
year, according to industry 
statistics. 

Honda, which had a mar- 
ket-leading 32 per cent in the 
same period last year, saw 
its own share sink to IS per 
cent, marginally behind the 
fast-rising Piaggio of Italy. 

The French Peugeot group 
is now the clear market 
leader. Its increasingly wide 
range of machines styled to 
resemble sporting motor 
scooters has lifted its 
share to 24 per cent from 
barely 11 per cent a year 
ago. 

Acknowledging that the 
figures were “broadly accu- 
rate", Mr Kevin Kelly, direc- 
tor of the Motorcycle Retail- 
ers Association, said: "It 
does seem Peugeot and Piag- 
gio are showing the Japa- 
nese a thing or two.” 

Like some of Japan's lead- 
ing carmakers, which have 
been Stru gg lin g to maintain 
their market share in 
Europe, Japanese makers of 
two-wheel motor vehicles 
have faced increasing criti- 
cism that their once-famous 
design and styling flair has 
been losing momentum. 

Japanese manufacturers 
still dominate the market 


for fully fledged motorcycles, 
however. Their UK market 
share of 76 per cent is virtu- 
ally unchanged in this year's 
first half. 

Even so. they have been 
una ble to prevent further 
success by the resurgent Tri- 
umph. based in the English 
midlands, whose 2,669 sales 
of up-market sports motor- 
cycles in the year’s first half 
represented a 57 per cent 
jump from a year earlier. 

However. Triumph’s share 
of the UK market rose by 
less than one point to 6.6 per 
cent from 5.7 per cent This 
reflects the sharp rise in 
motorcycle sales overall this 
yean units sold increased by 
36.3 per cent to 40.172. 

“The sales figures for the 
first six months of the year 
clearly demonstrate that 
even in one of the wettest 
Junes for years, the motor- 
cycle is making a comeback, 
with the public acknowledg- 
ing the lower costs and 
shorter journey times." Mr 
Kelly said. 

The catastrophic decline 
in recent years of the pow- 
ered two-wheeler market, j 
which fell from a peak of 

315.000 in 1979 to about 

40.000 early this decade, “is 
clearly a thing of the past”, 
he added. 

The increase in the much 
smaller motor-scooter mar- 
ket has also been steep. 
Sales rose by 23.6 per cent in 
this year’s first Mf to 4,376 
from 3,541 in the same 
period a year ago. 

Immediately following the 
launch of several European 
designs in early summer, 
however, sales shot up by 77 
per cent in June, to 14.19 for 
that month alone. 
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Long interval at the opera: rebuilding has started, with 95 per cent of contracts signed 


The Royal Opera House, at 
Covent Garden is central 
London, temporarily dosed 
its doors last night after a 
gala attended by the Prince 
of Wales and enlivened by 
performances from stars 
including Placido Domingo 
and Darcey Bussell. 

When it re-opens in 
December 1999 with a new 
prodnction of Verdi’s Fal- 
staff , the Victorian audito- 
rium win be little changed. 
But the backstage 
operations will have been 
completely t ransf ormed. 

Covent Garden has 
embarked on the controver- 
sial £2 14m ($361.6m) rede- 
velopment mainly to mod- 
mdse its working practices. 
Some backstage machinery 
pre-dates the first world war 
and operating it requires a 
large crew. 

There will also be new 


changing and rehearsal 
rooms and a 450-seat studio 
theatre in which more 
experimental work can be 
staged. The adjacent Floral 
Hall will be transformed 
into a foyer space, with bar 
and restaurant areas. 

The scheme has aroused 
controversy largely because 
of its use of funds from the 
National Lottery: the £7fim 
given towards the refurbish- 
ment by the arts lottery 
fund is its biggest grant to 
date. 

Covent Garden has com- 
mitted itself to raising the 
rest of the money and an 
appeal has already brought 
in almost £70m. mainly 
from rich individuals, 
towards its £100m target. 
Many of those present last 
night were contributors. 

The rest of the £21*Un will 
come from the selling or 
leasing space at the rear of 
the development. 


Rebuilding has already 
started, with 95 per cent <rf 
the contracts on the work 
signed. 

But Coveni Garden could 
face industrial action from 
builders- The GMB union Is 
threatening strikes over a 
pay dispute and has ear 
marked the Royal Opera 
House as a high profile proj- 
ect. likely to be affected. 

Covent Garden narrowly 
avoided its own industrial 
dispute as it laW off 300 
staff before tbe closure. It 
has also attracted public 
criticism from Mr Chris 
Smith, the heritage minis- 
ter. who said that the lot- 
tery grant was dependent on 
the Royal Opera House mak- 
ing access to its perfor- 
mances easier for the less 
affluent when it re-opens. 

During the closure Co vent 
Garden will perform seasons 
in various I<ondoa theatres 
and will also tour. 


Railway regulator builds up a head of steam 

With the completion of privatisation John Swift has adopted a higher profile, says Charles Batchelor 

M r John Swift, the rail reg- the new Labour administration to The new approach was launched ' i >;.?•■ ’• of the privatised railway - rcgula 

ulator. is ge tting tough save his job. in January - with a warning to the tors of other industries were 

with the UK’s privatised Mr Swift, a former competition train companies to improve ticket / appointed after the privatisation 


M r John Swift, the rail reg- 
ulator. is getting tough 
with the UK’s privatised 
rail groups. Last week he added the 
train operators* hopelessly ineffi- 
cient telephone answering bureaux 
to his target list, threatening fines 
r unning into millions of pounds 
unless they improved performance. 

This followed earlier attacks on 
the failure of Rail track - which 
owns and operates the stations, 
track and signalling of the former 
state network - to meet its invest- 
ment targets, and a warning to 
train operators that they would be 
expected to go beyond the letter of 
their contracts in improving ser- 
vices. 

But after three years of relative 
obscurity, Mr Swift’s decision to 
adopt a higher profile has 
prompted complaints from same of 
the privatised rail companies that 
this is an attempt at “regulation by 
headline". 

Others have suggested that he is 
attempting to curry favour with 


tbe new Labour administration to 
save his job. 

Mr Swift, a former competition 
lawyer with a shrewd appreciation 
of the realities of power, admits 
that the move to a higher profile 
has been deliberate. But he denies 
it has anything to do with a desire 
to secure his position. 

"Until December, we operated 
rather like a charity, doing good 
works in private," he explains. But 
the completion of the privatisation 
of the passenger railway - and the 
ending of the period during which 
he was obliged to accept the "guid- 
ance” of the secretary of state for 
transport — persuaded him that a 
more public presence was neces- 
sary. 

“When privatisation was still 
going through, high profile criti- 
cisms by me would have been seen 
as an attack on the process,” be 
says. This would have conflicted 
with the regulator’s duty to pro- 
mote the railway as well as being 
politically unwise. 


Tbe new approach was launched 
in January - with a warning to the 
train companies to improve ticket 
information - in a deliberate 
attempt to establish the regulator's 
political impartiality. It would not 
have been sensible to appear sud- 
denly to convert to a more active 
role after an election which 
brought a new government to 
power. 

Mr Swift may reject the charge 
that he is regulating by headline 
but conducting visible campaigns 
to improve rail services does 
strengthen his hand against some 
formidable adversaries. 

Rail track, a concern of many in 
the industry because of its monop- 
oly. at first appeared ready to con- 
front the regulator over his 
demands for tougher controls on 
its investments. 

But 10 days after warning that 
tighter regulation would “lead to 
more bureaucracy, second guessing 
of decisions and a loss of flexibil- 
ity", Sir Robert Horton. Rail track 




Shrewd: former lawyer John Swift 


chairman, backed down. He 
accepted "that Rail track should be 
publicly accountable for its net- 
work management plans for the 
delivery of output measures to be 
agreed". 

Mr Swift, now 56. has another 18 
months of his five-year tenure to 
serve. As one of the key people 
involved in devising the framework 


of the privatised railway - regula- 
tors of other industries were 
appointed after the privatisation 
process - hr would be well placed 
to serve a second term, though a 
return to lucrative private practice 
would also be an option. 

But the whole issue of rail regu- 
lation is under review. The govern- 
ment has been highly critical of 
the effectiveness of the system. It 
lias also promised to establish a 
strategic rail authority which 
might combine tbe twin roles of 
rail regulator and franchising 
director. 

There is little dispute that rail 
regulation should be simplified. 
Having both the regulator and a 
franchising director responsible for 
different aspects of supervision 
does not make for clarity. 

Whatever format Labour opts 
for. however, there is clearly a 
need for a determined defender of 
passengers’ interests. Mr Swift’s 
current campaign seems set to cast 
him In that role. 


BUSINESSES FOR SALE 


On the iikiCruciions of 
& 




The Stakis Nottingham 
Milton Street, Nottingham. 

• Large Victorian Hotel in prime city centre location 

• 167 En suite letting bedrooms 

• American style bar/diner and separate restaurant 

• 7 Conference and banqueting suites, from 25-200 

• 3 Syndicate/meeting rooms • 15 Staff bedrooms 

• Private car park plus nearby NCP car park 
Offers in excess of: £8,000,000 - Freehold 



SIX BURGER KING 
RESTAURANTS 


DK Dattanl and RF Matasfewfcz of BDO Stay Hayward 
die joint administrative receivers of 


Stakis Leeds Hotel 
Leeds, Yorkshire. 

• Imposing hotel in prominent location 

• 101 En suite letting bedrooms 

• Restaurant and bar 

• York Suite function facility 
■ 6 Conference rooms 

• 150 car parking spaces 

Offers in excess of: £7,500,000 - Freehold 



Broadway Filling Stations limited 
offer for sale 

a petrol filling station Business 


The Stakis Corby Hotel 

Geddington Road, Corby, Northamptonshire. 

• Modem corporate hotel close to Corby 

• 103 En suite letting bedrooms 

• Lounge, American theme bar and restaurant 

• S Conference and banqueting suites 

• Indoor leisure facilities 

Offers in excess of: £6, 750,000 - Freehold 


The Joint Administrative Receivers, Jonathon Sisson and 
Neville Kahn, offer lor sole the business and assets of these 
six restaurants based fn Yorkshire. 

Principal feaferes of he business Include: 

• outlets In Leeds, York (2), Sheffield, Halifax and Wakefield 

• leasehold premises with unexplred terms between 
8 and 25 years 

• franchise agreements renegotiated by receivers with 
Buiger rang perxfing sale 

For turfrwr information, please contact Adrian Poole or 
Stem frtgte of Coopers St Lybraid, The Alrfum. 

St Georges street, Norwich NR3 IAS. 

Tel: 01603 615244. Fax: 01603 631080. 


7 sites (Including 2 tenanted) In the 
Midlands and torieshire 
Modem sites Including shops and 
car washes 

Annual turnover £7 million 
Rental income - £140,000 


For fembty tetforaadon pl w comma Dfflp DBMl or Paartch EDirand 
by tafepfcoae as 01 1 5 995 3000 or writs to as U As oddraas b«l»: 


BDO Stoy Haywire 


BDO 


NMtWn, NG7 BLH 

Tot 01 15 955 2000 BDO Stoy Hayward 

te oi 15 969 1045 Chartered Accountants 
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Watermill Hotel 

Lonend, Paisley, Renfrewshire. 

• Popular town centre hotel 

• 49 en suite letting bedrooms 

• Public bar and restaurant 

• 2 meeting rooms 

• Extended and converted /7th Century Flour Mill 
Offers in excess of: £1^50,000 - Feuhold 


FLOWERY TYPESETTERS LIMITED 

(in Administrative Receivership) 


S\\ 1SS BROKEUACK COMPANY FOR SAI.F. 

( r,;jnr i.Tri . . 1 . ,'/ ■- jirr: 


TBE COMPANY 


BUSINESS AREA 

LOCATION 

FACILITIES 


INVENTORY 


Stakis Perth Hotel 
West Mill Street, Perth. 

• Prime Town Centre Hotel 
•76 En suite letting bedrooms 
- Lounge bar, bistro, restaurant 

• Function Suite and two meeting rooms 

• Car Park (50) 

Offers in excess of: £4,500.000 - Long Leasehold 


EMPLOYEES 

ACCOMMODATION 

ADVANTAGES 


takeover 
KEY FIGURES 
FIXED PRICE 


.- Swiss registered Lsi 1S.A) and owned by b Duich Ltd. 
(B.V.), founded in 1931. 

: Options & fames 00 sU major nwkea. 

: In rite beat of Genera, lake view ac. 

: 3 large trader rooms. bacioffice, confer en ce room, 
madyst room, maaagemeoT office, kitchen and 2 toilets. 

: Q>enywoo<J tables, leather chairs. Banc A Olufsen 
tetevistoas and market monitors in all rooms, opttoas/ 
futures Ui>d k ee ping systems. 

: HjgbJy qualified Baden, book-keeper, rmita snsiyv ol\ 
: 7 tauriCMS apenmenta - close to office 
: Excellent tax agreement ■ Easy approval of the new 
Swiss Federal L*w Od trading in aecuritio • *■ Monopoly" 
on the Scandinavian markets • Good telephone tariff, • 
Good tone cmazacB ■ Excellent office set-up 
As per 01.05, 1997 

Net ImsM from 0 I. 08 . 9 b - 3 1 03.97 USD IjbQOUQU 
USD 3.SOOLQOQ 


David Rolph and Peter Lawrence, Joint Administrative 
Receivers of the above company, offer for sale its 
business and assets: 


Our clients are 
prepared to consider 
bids for individual 
properties, groups of 


properties or th& 
whole ponjfoEof 


Viewing 


Conracr 
5imort Hughes 
Teh 0171 227 0100 
Fax: 0171 227 07#I 
or David Reid^ 
Tel: 0141 204 JOOO 



Stakis Falkirk Hotel 
Came Ion Road, Falkirk. 

■ Substantial hotel in Central Scotland 

• 55 En suite letting rooms 

( Planning Permission for an 
additional 30 bedrooms) 

• Lounge bar and restaurant 

• Range of fanction/conference mom 

• Car Parking for 120 

Offers in excess of: £3^50,000 - Feuhold 
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Specialist pre-press business providing typesetting, 
scanning and repro facilities. 


• Clients principally in financial services and 
advertising industries. 


Turnover approximately £900k pa. 

Contact Jeremy WiUmont on 0171-334 0334 


MOORE STEPHENS BOOTH WHITE 


WILLIAM HILLARY 


Stakis Glasgow Airport Hotel 
Renfrew, Renfrewshire. 

• Important Hotel close to International Airport 
■ 141 En suite letting rooms 

• Cocktail bar. large restaurant 

• 6 function suites, various meeting rooms 

• Car Parking for 500 

Offers in excess of: £8,000, M0 • Feuhold 


18 HOLE GOLF COURSE 


■ Good qoafity Hob style’ coarse, length 6517 yards, SS57I 
•About 2 OSes from tbe coast 
• Purpose buik dubbouse and floodlit driving range 


FOR SALE 

Highly Profitable 
North Based 
Giftware Manufacturer 

T/O £4fflik. Ovm products 
significant exports. 
Purchaser required to 
company through next stage 
of growth. Owners willing 
to stay involved 


Bc^y: SntmriateiUHim 
One&xahwarfc Bridge, London Sfcj *j|L 


Near Cheltenham 
Gloucestershire 

Chctanh* *aM-1 mUr*. 
MSahuut&nutefc. 

An Meal mxotmm a pp a t al ry. 

Attractive "Wnrt development tj( 

6 holiday rattafrt, bald la 

ttwHUmmi ConwoM *Qrtr. 
EuahtWvj ■>,! few*cn buMmi 
Lvewfofe Imlmn hi an mrt tYyror 

myral »»l > mar ja. ie ni 
GOWRC95MB 

***«»«* 
"tbfolitmiai 
kur mi mji .itttipi 


FREEHOLD FOR SALE 


CHRISTIE 



OtMlli fromt 

WILLIAM HILLARY LEISURE & HOTELS 
47 HIGH STREET. SALISBURY. WILTS SP! 2QF. 
TEL: 01722 327101 FAX: 01722 41 1603 


LIQUIDATIONS AND 
RECEIVERSHIPS 

Evory week, overy company &al has 
0Of» bOUdabon or rccgfvaiship. 
what they did and who tha Initiator 
or mceivor Is. 


Fax: 0141 204 1695 


Surveyors, Valuers & Agents 


LEISURE & HOTELS 


TbI tries BOBU or Fu OT6S2 GOOOS7 
For hotter detail*. 


NURSING HOME 

HUDDERSFIELD 

2 acre site 

with P/P for 80 beds 
offers invited. 

R Sabhnrwal 0181 884 5161 
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Marc Andreessen 
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When a company is synonymous with the Web, it needs servers that are synonymous with unstoppable. Which explains why 
Netscape” Communications chooses 64-bit Ipl ^bmaSfCr's Pt^ Digital AlphaServer” systems to help handle 


Netscape” Communications chooses 64-bit ry\W — - ” * J 

the 135 million hits its Web site receives daily. Ultra-reliable AlphaServer are also Netscape s 

primary backup system-because netscape.com simply can’t afford to be down. Sheer muscle isn’t the whole story, though. 

May your content be hot. 

Your graphics be cool. 

Ami your servers be DIGITAL- 

.. . _ . — .1 WaK c QOT’/'Vl Clto 

Scalability counts, too. Witness AltaVista” Internet Software, 

Zero to 30 million hits a day, in just 16 months. Hus the 


World Wide Web. All gracefully accommodated by the 


where AlphaServers run the definitive Web search site, 
herculean task of indexing the entire, ever-expanding 
flexible, expandable power of Alpha. From servers to 


software, from networks to global SM-lour support, DiohM. delivers total Internet end tntnmet »olnbona. in anj rae. with 
unlimited loom to grow, Tb make the Digital edge your own, suit to www-adsjiigitaLcoin/web, or e-mail 


m 


Whatever it takes. 


„ . ,u,„ ief!1 trnriamarlcs and Whatever it takes is a service mark of Digital Equipment Corp, 

01997 Digital Equipment Corporation. D,G, ”;V tfaSemsV^or registered tredemarks of their respective companies. 
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NEWS: UK 


Vi r gnj^» gL proimses motor sports rival in event of pull-out over tobacco 

Branson in Formula One pledge 


By Nichola s Ttmn ri'g 
and John Griffiths 

Mr Richard Branson, 
chairman of the Virgin 
group, yesterday delivered 
“a pledge” to set up a rival 
to the Formula One motor 
racing business if it carries 
out Its threat to pull out of 
SUverstone, venue for the 
British Grand Prix, when the 
government bans tobacco 
advertising and sponsorship. 

Virgin companies would 
also take over sponsorship of 
any other sport which 
claimed it could not survive 
without tobacco advertising, 
he told an International 
summit on tobacco control 
in London organised by the 
government. 



Richard Branson 


Mr Branson, who gave up 
smoking two years ago after 
10 years of trying, said For- 
mula One and the tobacco 
Industry had no right to 
-hi a irmail " the government 


The threat to leave, he 
said, was “a bluff”. But If it 
happened “we would be very 
happy to set up a rival For- 
mula One both here and 
around the world if neces- 
sary". 

An alternative would be to 
bring the North American 
Indyear sales to the UK if it 
could be persuaded to wean 
itself off tobacco cash. 

*7 don't believe it will be 
necessary," be said. Other 
sponsors would step in 
because once tobacco went, 
the cost of Formula One 
sponsorship would fall. 

Cigarette manufacturers 
were so desperate for the 
exposure to the young which 
Formula One provided that 
they “overpaid" for sponsor- 


ship by 10-15 per cent, forc- 
ing up its price. 

Asked how much a rival 
operation would cost, Mr 
Branson said: “It would be 
much less than setting up an 
airline, but obviously it 
wouldn’t be cheap." He 
added, however, that the 
drivers could be paid 
£250,000 (£422,500) a year 
instead of £5m-£10m. 

Motor sport was dismis- 
sive of Mr Branson’s pledge. 
Mr Max Mosley, the presi- 
dent of its world governing 
body, the Federation Inter- 
nationale de 1’ Automobile, 
said motor racing was “an 
area about which Mr Bran- 
son knows nothing. His 
record in areas where he 
knows nothing - as with 


cleaning up Utter for Mrs 
Thatcher - is not very 
good." 

If he financed some new 
racing in Europe. Mr Mosley 
said, “we shall be glad to 
consider it But a rival to 
Formula One - I don’t think 
so." 

Formula One has become 
a global sport and business 
matched in audience size 
only by World Cup soccer 
and the Olypmic games. But 
it takes place 17 times a year 
and sponsors are prepared to 
pay it demands 

because of the global reach. 
In addition, no driver could 
risk taking part in a rival 
series lacking FIA’s sanction 
without losing his licence - 
the ticket to his livelihood. 


Agencies’ business may 
be limited by Lloyd’s 


By Christopher Adams, 
Insurance Correspondent 

Lloyd’s of London could 
impose limits on the amount 
of business controlled by the 
sgenries manag in g its insur- 
ance syndicates in a bid to 
head off the growing concen- 
tration of market capacity in 
fewer hands. 

Lloyd's said yesterday it 
was concerned that rapid 
consolidation among the 
managing agencies threat- 
ened both to concentrate big 
risks among too few insur- 
ance syndicates and reduce 
customer choice. 

Mr Andrew Duguid, head 
of policy and pla nnin g, 
suggested Lloyd's could take 
15 per cent of its overall 
capacity as a "starting 
point” in considering the 
maximum amount of busi- 
ness any one group should 
be allowed to control. A 
working party is being set 
up to decide whether restric- 
tions should be imposed. 

Capacity is the total pre- 
mium income which Lloyd's 
can write annually. Ten 
managing agency groups 
control half of this year's 
£10.3bn ($17.4bn) capacity. 
The largest of these, 


comprising two agencies 
owned by investment trust 
Limit, have 7.5 per cent 

The review comes as 
Lloyd's carries out a 
far-reaching review of its 
capital base. The market is 
struggling to increase Its 
share of world-wide business 
as competition Intensifies. 
Managing agents have 
merged both with each other 
and with the new-style cor- 
porate investors that are 
rep lacing Names - the indi- 
viduals whose personal 
wealth has traditionally sup- 
ported the market - and 
which will probably provide 
more than half of the capac- 
ity next year compared with 
44 per cent now. 

The consolidation has cre- 
ated insurance companies 
with a larger slice of capac- 
ity and posed a problem for 
Lloyd’s, since some syndi- 
cates may be more exposed 
to future losses and the 
range of insurance on offer 
may become limited. 

In addition, Lloyd's is con- 
cerned that corporate inves- 
tors may be mare ficlde than 
Names. If they acquire large 
blocks of capacity and then 
withdraw when underwrit- 
ing profits foil, the stability 


of Lloyd's capital base could 
be undermined. 

Mr Duguid warned it 
might be necessary to pre- 
vent underwriters from 
insuring too large a portion 
of any one risk. Lloyd's syn- 
dicates have traditionally 
underwritten large chunks 
of business such as oil 
rigs and jet airliners collec- 
tively. However, some are 
beginning to use their 
increased capacity to under- 
write a larger slice of such 
risks. 

But changing the way 
Lloyd's operates is compli- 
cated by its unique struc- 
ture. The society’s ruling 
council does not have as 
much influence over its capi- 
tal base as the board of a 
commercial company and 
would have to tread care- 
fully during Its review so as 
not to breach laws governing 
competition. 

Some underwriters are 
doubtful that capacity 
restrictions are necessary. 
“One per cent of Lloyd’s can 
destroy the market,” said Mr 
Robert Hlscox, chairman of 
His cox pic, a managing 
agency. “But someone can 
have 20 per cent and it’s as 
safe as houses.” 


Dilemma of a divided economy 



Jan IMS 87 JU 

Bouck MnmamflCV 


Factory output prices stable 


There is virtually no 
inflation in the UK's manu- 
facturing sector, according 
to government figures pub- 
lished yesterday, but econo- 
mists warned that the good 
news on factory gate prices 
would not stop Interest rates 
from rising further. Wolf- 
gang Mlinchau writes. Fac- 
tory output prices - exclu- 
ding food, drink, petroleum 
and gas - rose by 0.6 per 


cent in the year to June. 
Input prices for materials 
and fuel purchased by man- 
ufacturers fell by 1.4 per 
cent during June, and were 
down by 8.6 per cent from a 
year earlier. Low output 
price inflation and negative 
input price inflation were 
caused by the rise in ster- 
ling. This has lowered the 
price of imports and hit 
profit margins of exporters. 
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Two meat 
plants in 
probe are 
shut down 

By George Parker 
and Aflson Mart fo nd 

Two meat . plants were 
yesterday Shut down by Mr 
Jack Cunningham, agricul- 
ture minister, on suspicion 
that they may have been 
involved in an Illegal opera- 
tion to export British beef. 

Mr Cunningham said he 
had ordered the suspension 
of production at the two 
plants with immediate effect, 
in the interests of public 
health. 

It Is understood the two 
sites concerned are the 
Heine cutting plant at Hod- 
desdon, north of London, 
and the Safex cold store in 
Stoke-on-Trent, in the 

Eng-Kwh lyflrTTnnric 

The agriculture ministry 
refused to say whether the 
two plants woe suspected of 
acting In tandem, or whether 
any other meat producers 
were also under investiga- 
tion. 

Mr Cunningham will 
travel to Strasbourg today to 
answer questions from MBPs 
about the illegal export of 
L600 tonnes of British beef, 
in defiance of the worldwide 
ban introduced In March 
3996. 

He said yesterday's deci- 
sion to take action against 
the two TT«Mt plants followed 
work by ministry officials 
and tiie European Commis- 
sion anti- fraud unit. 

“Evidence is coming to 
light that some UK-based, 
companies may have been 
exporting UK beef,” he said. 

“There is evidence too that 
the companies in question 
have been foiling to comply 
with the basic requirements 
on record-keeping, whose 
purpose is to ensure that the 
origins of meat can be 
traced, and f«ning down on 
hygiene standards. 

“1 am determined to crack 
down hard on anyone who 
runs risks with public safety 
and I am absolutely deter- 
mined the inquiries into this 
complex affair should be 
pursued to the end.” 

Neither company was 
available for comment last 
night 


UK NEWS DIGEST 


Airline staff 
seek fresh talks 

A threat of significant escalation to the disruption facing 
British Airways passengers was averted yesterday when 
the leaders erf 9,000 ground staffdedded to seek fresh 
fafflre rertww than cn on strike. The main dispute faring 
BA. Involving cabin crew, Is still to be resolved, with 
fl ight * continuing to be hit yesterday following last 
week’s 72-hour strike over pay- . 

But the decision of the TGWU transport union to seek 
further negotiations over the sale of the airline s catering 
operatiemaune as a relief to BA ahead of its annual meet- 
tagwith shareholders today. Mr Robert Ayling. BA s chief 
executive, said: “We have said ever since we announce* 1 
the sale of our catering business that we wanted talks 
with employees and their unions to ensure we protected 
their interests in the transfer to the new business. We wui 
happily work with them to this end." Andrew Boigtr 

m PENSIONS M1S-5ELL1NG 

DBS faces record $845,000 fine 

Shares in DBS Management, the business support ser- 
vices group, fell nearly 6 per cent yesterday after it 
emerged that it was liable for a record £500,000 ($843,000) 
fine fr om the Personal Investment Authority for failures 
linked to the pensions mis-selling review. The fine would 
be the biggest imposed by the PIA on any company, and 
the biggest Imposed by a regulator tor mis-selling-related 
offences. DBS. based in the north of England, represents 
L700 firms of independent financial advisers. 

Mr David Stewart, finance director, said he understood 
DBS was being fined for being too slow with its mis -sell- 
ing review »nd for deficient control procedures. He said 
the company would make representations to the PLVs dis- 
ciplinary committee and could later appeal against the 
size of the Christopher Broum-Humcs 

■ AIRPORTS 


Rival centres urged to co-operate 

The government yesterday rejected proposals for an 
expansion of Liverpool airport in north-west England but 
urged its new owners. Feel Holdings, the property group, 
to co-operate with rival Manchester airport, 60km away, 
ova- future development. Mr John Precott, deputy prime 
minister, also gave the green light for a 50-hectare busi- 
ness park on part of the Liverpool airport site and said he 
would not intervene In plans for a new air freight depot at 
Manchester airport. Mr Prescott, also transport and 
regional policy secretary, said these decisions confirmed 
the government’s commitment to a strategic approach to 
regional economic development. Charles Batchelor 

■ NORTHERN IRELAND 


Backlash over republican contacts 

The government faced a backlash from pro-British union- 
ists tonight after it admitted maintaining secret contacts 
with Sinn F£in. the political wing of the Irish Republican 
Army. Unionists said Mr Tony Blair, the prime minister, 
had a serious credibility problem after revelations that 
officials kept up contacts despite his pledges to end 
exploratory talks after the murder of two policemen last 
month. Ms Mo Mowlam, the chief minister for Northern 
Ireland, insisted that no negotiating had taken place. 


SIEMENS 

NIXDORF 



Before your system 
wilts... 


Modem IT systems are intended to help you be a more 

flexible and competitive market player.To do this, though, 

you have to make optimum use of all resources, support 
your end-users and assure maximum system availability. 

But the support effort and expense this involves can 

quickly exceed your own capabilities, and even before 

you've been able to benefit fromyournew-found flexi- 

bility, your system rensout of steam. It becomes a chal- 
lenge to concentrate on your own actual busmess,and 
all of those efficiency gains wither away and die. 



rightsourceyour 
service operation... 

By specifically outtesking routine 
activities, you can avoid all this aggra- 
vation. Simply put the responsibility in 
the hands of a partner who has the 
competence to protect you against all 
these pitfalls of modem information 
technology. A partner who brings with 
it the expertise, experience and 
manpower that allow you to make 
efficient use of your resources. 


o 
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Siemens Nixdorf 

IT Service 




3£iSS®Si!5gifc 



for information technology 
without the thorns. 


So you can concentrate on the challeng- 

es of your market and leave the support 
of your systems and networks to Siemens 

Nixdorf IT Service. Because our special- 

ists have the cross-vendor know-how 
thafs needed to assure you information 

technology without the thorns, formore 

information, simply fax this ad to us at 

+49-S9'636*4Sj7a Don't forget to add your 
name and address! 


| 
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Siemens Nixdorf: User Centered Computing 
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LAW 


Broadcasting 
across borders 


The European 
/]\ | A Court of Jus- 

^2r?jL tice has ruled 
^**1 the applL 
£ cation of a 

\ — domestic 

EUROPEAN broa dcasting 
COURT law * which 

~ “ provides that 

advertisements broadcast in 
TV commercial breaks must 
not be designed to attract 
the attention of children 
under 12 , to television broad- 
casts from other member 
states is precluded by Direc- 
tive 89/552/EEC, the Televi- 
sion Without Frontiers direc- 
tive. 

However, it further held 
that Community law does 
not preclude a member state 
from taking, pursuant to 
national consumer protec- 
tion legislation, measures 
a g ains t an advertiser in rela- 
tion to television advertising 
broadcasts from another 
member state. 

The cases concerned mat- 
ters referred to the Court by 
the Swedish Marknadsdom- 
stol following the application 
by the Consumer Ombuds- 
man for orders restraining 
certain advertising broad- 
casts retransmitted to Swe- 
den by satellite from fhe UK 
by various companies. 

The first order was sought 
a g ains t the advertising of a 
children's encyclopedic mag- 
azine containing information 
about dinosaurs and a 
related model dinosaur. The 
Consumer Ombudsman 
applied for an order 
restraining this activity on 
the grounds that it contra- 
vened Article U of the Swed- 
ish Broadcasting Law which 
prohibits advertising 
designed to attract the atten- 
tion of children under 12. 
The ombudsman also sought 
orders restraining the adver- 
tising of “infomercials’’ for 
skincare products and a 
detergent 

The Marknadsdomstol 
referred two questions to the 
Court. First, it was asked 
whether Community law 
prevented member state 
action against television ads 
which an advertiser has 
broadcast from another 
member state. Second, the 
national court wanted to 
know whether Community 
iaw precluded the applica- 


tion of Article ll of the 
Swedish Broadcasting law. 

As regards the first ques- 
tion, the Court noted that 
the harm onisati on of broad- 
casting and distribution of 
TV programmes brought 
about by the directive was 
only partial. For examp le, & 
provides that TV advertising 
must not be discriminatory 
or encourage behaviour prej- 
udicial to religious or politi- 
cal beliefs, boaUh rmri safety 
or the environment 

In relation to the free 
movement of goads, the 
Court held the application of 
the Swedish legislation was 
not precluded If four condi- 
tions were met First the 
national legislation must 
affect In same wa y . in 
law and in feet the market- 
tog of domestic products and 
those of other member 
states. Second, it must be 
necessary to meet overriding 
requirements of public inter- 
est or one of the aims laid 
down by permissible deroga- 
tions under the BC treaty. 

Third, that it is propor- 
tionate for that purpose. 
Fourth, those aims or over- 
riding requirements could 
not be met by measures less 
restrictive of mtra-Connnu- 
nity trade. The Court applied 
a similar test in assessing 
the compatibility of the 
national legi slatio n with the 
freedom to provide advertis- 
ing services, under Commu- 
nity law. However, the com- 
patibility of national ' 
legislation with these tests 
was a matter for the 
national court to determine. 

In answering the second 
question, the Court noted 
that the directive permits 
member states to lay down 
more detailed or stricter 
rules in the areas covered by 
the directive for television 
broadcasters under their 
jurisdiction. The situation 
was different where TV 
broadcasters established in 
flnnth«r member state were 
concerned. 

Joined cases C34/95, 035195 
AND 036/95 Konsumentom- 
budsmem (ED) v De Agostini; 
Konsumentojiibudsmem r TV 
Shop. July 9 1997 (ECJ) 

BRICK COURT CHAMBERS, 
BRUSSELS 



INTERNATIONAL PEOPLE 


Fujitsu appoints 
PC veteran 

Fujitsu, the Japanese electronics 
group, has appointed Winfried 
Hoffmann, the German personal 
computer industry entrepreneur, to 
take charge of its European PC 
operations. 

Hoffmann, 53, will join the board 
of Fujitsu ICL as chieT operating 
officer and will work with Testsuo 
Urano of Fujitsu to help build on 
the group's success in the Euro- 
pean PC market. 

He has held a variety of senior 
TQsnagmwnt positions within the 
IT industry in Europe. Between 
1985 and 1989 he ran Commodore 
Computer's European operations 
and before that was chairman of 
Burougbs/Unisys in Germany and 
Austria. 

He left Commodore in 1969 to set 
up the ASl company, a PC assem- 
bler which was acquired by ICL in 
June 1995. 

“I sold to ICL because we were 
too big to fai and too gmaii to be 
great," be said yesterday. 

Since he sold the business he has 
cont i nued to build Fujitsu ICL’s PC 
business in Germany - doubling 
sales in the past year. 


hi his new job he will succeed 
David Mills who is leaving the 
group after 20 years, mostly spent 
with ICL. the UK systems and com- 
pater services group 
majority owned by Fujitsu. 

MDls. who became chief execu- 
tive of Fujitsu ICL when the ICL’s 
** volume" PC business was 
demerged and folded into the PC 
operations of its parent a year ago, 
has resigned to fefcg up another 
appointment within the industry. 

Under his stewardship Fujitsu 
ICL has become one of Europe’s 
fastest growing PC vendors. 

Sales last year grew by 110 per 
cent lifting Fujitsu ICL’s European 
market Share to 3£ per coat from 
19 per cent 

Sales of its products in the Ger- 
man and UK consumer and retail 
markets In particular contributed 
to the growth. Overall Fujitsu, 
which has a strong petition in the 
Japanese PC market, sold more 
th an 2 fen PCs in its 1996 financial 
year, and has grown its global PC 
business by 78 per cent 
Hoffmann, who plans to spend 
about two thirds of his time at 
Fujitsu ICL’s Bracknell headquar- 
ters, said his task win be to build 
upon this success across Europe. 
Paul Taylor, London 


Cramer swiftly 
promoted by CNN 

Chris Cramer, former head of tele- 
vision news at the BBC, has been 
promoted within 15 months of 
moving to Ted Turner's CNN net- 
work in Atlanta. 

Cramer has become senior 
vice-president and managing editor 
of CNN International where he wfll 
be in charge on a day-to-day basis 
of what by September will become 
four distinct international CNN 
services. 

Tom Johnson, chairman of the 
CNN News Group, said that in Cra- 
mer CNN International “is 
extremely fortunate to have one of 
the world’s true hard news 
journalists at its helm, one who is 
dedicated to objective and indepen- 
dent journalism". 

Cramer also leads the regional!- 
sation of CNN International which 
has already led to the introduction 
of regional focused news and fea- 
tures. 

The regionalisatUm is about to 
be taken one stage further. In Sep- 
tember, for example, a new daily 
breakfast show for Europe will be 
broadcast from the London bureau. 

In fixture there will be four dis- 


tinct international networks. 

Lttta America and 

version of CNN 
to be broadcast back to the US 

The services will have pro- 
grammK m common but new a>m- 
puter technology will enable eS 
torc 'to “mix and match" and «£w 
different Hems at to o rc 
appropriate times of the day on the 
various regional services. 

“I am very pleased. As the Amer- 
ican say, we go forward," said Cra- 
mer. who is enjoying his stint 
in Atlanta after 25 years in the 


BBC. 

Raymond Snoddy. London 


More responsibilities 
for Stringer 

Howard Stringer, president of Sony 
Corporation of America, has been 
given additional responsibilities as 
chair man of the company’s Cana- 
dian division. 

The television industry veteran 
who joined Sony in May will 
replace Kenji Tamiya, who was 
appointed chairman of Aiwa in 
June. 

Stringer will support Sony of 
Canada president Hirohito Sakai in 
enhancing inventory and distribu- 


tion systems. After operating in 
Canada as a joint venture company 
with distributor Gendis, Sony two 
years ago established a wholly- 
owned subsidiary to merchandise 
its products. 

By 2000 the company aims to 
increase sales in Canada by 50 per 
cent, largely through the introduc- 
tion of new products such as its 
digital video disk player, personal 
computer and digital stills camera. 


“gating the group’s efforts in the 
rapidly growing areas of 
^femunications and digital distri- 


** broadest A aSTuSl 2 




oi «uuu;-uwueu 

across the country. 

Scott Morrison. Vancouver 


ON THE MOVE 


■ Horst Koehler, president 
of the German savings bank 
association Deutsche 
Sporkassen tmd 
Girover b and, has been 
appointed chairman of the 
supervisory board at 
GIESECKE & DEVJUENT. 
He succeeds Michael Endres 
who is departing from the 
board. 

■ Richard Frank, managing 
director of the World Bank 
and chair - man of its private 
sector development group, 
has joined DABBY 
OVERSEAS INVESTMENTS, 
the specialist emerg in g 
markets investment fi rm, as 
managing partner. 

■ Dutch temporary 
employment and services 
group RANDSTAD 
HOLDING said that Hans 

Z warts wOl be appointed as 
its chief executive officer in 
next year’s g ener al meeting. 
He will succeed Ranstad 
founder Frits 
Goldschmeding. 

■ LTX CORPORATION, a 
supplier of semiconductor 
test equipment, has 
announced that John Arcari, 
chief financial officer and 
treasurerjs resigning from 
LTX, effective August L 
Glenn Meloni. controller, 
will assume Arcarfs 


1 responsibilities on an 
! interim basis. Melon! joined 
LTX In 1979 and was 
appointed controller in 1987. 

■ GEMPLUS. the producer 
of plastic and smart cards 
has appointed Dominique 
Trempnmt. as president of 
Gemplus Americas with 
direct operating 
responsibility for sales, 
marketing, software 
engineering and 
manufacturing in North and 
South America, Gemplus 
Americas' headquarters will 
be in Silicon Valley. 
Trempont will also be 
responsible, at corporate 
level, for mergers and 
acquisitions and the 
development of strategic 
alliances for the Americas. 

■ GROUPE BULL, the 
Internationa] IT group has 
appointed Jean Krief as 
vice-president, financial 
systems, to lead the 
company's drive into the 
electronic hanking mar ket 
Krief will set up Bull's 
Internati onal Business 
Development unit in London 
which win complement Bull 
UK and Ireland’s eartetmg 
operation in the finance 

marke t. 

■ MANUGISTICS UK has 
appointed Laurie Kirby as 
director professional services 
for Northern Europe. 


Manugistics UK is a 
subsidiary of Manugistics. 
the provider of software and 
services far supply chain 
management 

■ MICROGRAFX, a global 
leader in graphics software. 
Hag announced that Russ 
Hogg, former president of 
MasterCard International, 
has been elected to the 
company's board of directors 
and will serve as rihaVrmHtv 

■ Christopher Clarke who 
has been co-leading A T 
Kearney’s utility practice, is 
to become managing 
director. South East Asia, 
based in Singapore and 
responsible for A T 
Kearney's growing practice 
in Thailand, Malaysia, 
Indonesia and Singapore. 

■ LEHMAN BROTHERS 
have announced the 
appointment of Klaus 
Baader as senior 
international economist 
responsible few Germany. He 
will be based in London. 
Baader joins from Deutsche 
Morgan Grenfell 

■ Giulio Codacci-Pisanelli 
has been appointed 
executive director of 
SUMITOMO FINANCE 
INTERNATIONAL as head 
of debt origination, covering 
Europe, flip Middle East and 
Africa. He joins from Chase 
Manhattan Rank. 


1 m ARGO CHEMICAL has 
announced several executive 
appointments as part of a 
new business structure. 

Alan Kornfeld. 
vice-president, will assume 
worldwide management 
responsibility for Basic 
Chemicals. Lynton Stanton, 
vice-president, wifi head the 
worldwide Urethanes 
Business. He will continue 
as president of the 
company’s European 
operations. Edward Dineen. 
vice-president, will be 
responsible for Performance 
Chemicals, Business 
Development and New 
Business R&D. Dan Mariano 
has been appointed 
vice-president. Supply Chain 
Management, a new segment 
that combines worldwide 
raw material supply, 
purchasing, logistics, and 
customer support 

■ DELTA AIR LINES has 
announced that Bill 
Crumbley has been named 
manag in g director - the 
Delta Shuttle. Crumbley will 
be responsible for the 
management of the Delta 
Shuttle business unit and its 
operations in New York, 
Boston and Washington. 

D.C. He replaces Hiram Cox 
who was promoted to 
corporate controller. 

■ GOSS GRAPHIC 


SYSTEMS has appointed 
Rick Surkamer to the 
newly-created position of 
vice-president, global 
marketing, for the 
manufacturer of newspaper 
and commercial printing 
presses. Prior to this 
appointment, Surkamer was 
employed by the Tribune, 
Chicago, where he was most 
recently director, 
manufacturing and 
distribution. 

■ HONG KONG based chief 
executive of Griffin Shipping 
(Asia!. John Sunley, has 
been appointed managing 
director of JSE-listed 
GRIFFIN SHIPPING 
HOLDINGS. 

■ THE BANK OF IRELAND 
has announced the 
appointment of Maurice 
Keane as group chief 
executive designate. Keane, 
currently deputy group chief 
executive, will succeed Pat 
Molloy who retires in 
January 1998. Molloy will 
remain a member of the 
Court and will also assume 

the chai rmanshi p of Bristol 
& West. 

■ Joel Kissin, managing 
director of Conran 
restaurants since the 
company was formed in 1991, 
has been appointed 
managing director of 
CONRAN RESTAURANTS* 


operations in Nciv York. The 
company's first restaurant in 
America is due to open in 
1998 at Bridgemarket. a 
development under and 
around the 59th Street 
Bridge in Manhattan. This 
will provide a platform for 
the expansion in due course 
of Conran Restaurants in the 
USA. 

■ The JOHN RYAN GROUP, 
has appointed Stephen 
Jackson, to its executive 
board. Jackson, who will be 
based in Madrid, is chief 
financial officer for all the 
group's international 
operations. 

■ INSTINET. the Reuters 
owned global agency broker, 
has appointed John Davies, 
40. managing director 
Instinet UK and John Oddie. 
43, as director of global TT 
strategy. Davies joins from 
Bear Stearns International 
and Oddie joins from Merrill 
Lynch. 

International 

appointments 


Please fax information 
an new appointments 
and retirements to 
+44 171 873 3926, marked 
far International People. 
Set lax to ‘fine’. 


REAJ3B1S ARE RECOMMENDED 


BUSINESS OPPORTUNITIES 

TO SEEK APPROPRIATE FMOfVMNM. ADVICE BEFORE ENTHMG WTO COMWTMENT3 


BUSINESSES FOR SALE 


:i 

iiri‘ 


| Channel Islands 

Fun Offshore Incorporation 
& Admintetrafion. 

Tmst EstabBshmant 
PayroO Systems I 
Banking Facilities for 
Expatriates. 

For details s appointment write: 
Cray Trust Limited, 2nd Floor, 
34 David Place. St Hebei; 
Jersey JE2 4TE 
Tel: 01534 878774 
Fax: 01534 35401 

E.ftteH.croytrst@iW.nef 


TELECOMMUNICATIONS 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


DlgM Swlte!ilngffl9w 
Optic Line* 

- MAT and Other Motworta 
-Use from Home, Office, 
Hotel*, Cell Phones 
« 24 How Customer Service ■ 

CM now tor Near Low Meat 

Tel: 1.206.284.8600 

FOX: 1.206-270.0009 
Lines open 24 hour*! 

kaUback 


BUSINESS 

SERVICES 


location. 

location, location 


7BC«WR Street, LflodwE^ 

120 OU Bread Street, London EC2 

Csmjllltarttod*^ ' 
Rw . t Wl .|»W0M »Wl j 
telephone answwng, toe and 
secrttoM sente®. 

Fufiy furnished, 3talfed and 

equipped offices for rent by the 
day, week morth o ryeat 

A burinev address in foe 

■ft* pin) S66 7000 


A BRIDGE TO CHWArConsUtlng, 
Business Development and 
Strategic introductions. Fax 
AfoSifiP-O. ( 652)5545 0550 

businesses 

WANTED 


ACQUISmONS 

SOUGHT 

Smalt fowl voiripany ****“9 *° •** 
NisinRKS. ftaH BWh« r 
in igadUOM ft*** private rompm* 

who may wart to go jwnHe. 

please reply to 

am as«L h hmcw hh* 

OOP So uth ward Bridge. 

SEI 4HL 


Screened Investment Opportunities 


Included in June Report £ 

Rerohrionay Tnbbg System 1 .5m 
Medi&lilecEagaecrConBilt 750k 
Videograplric ftqd Hardware 250k 
ftee Ra®e Qridra ftnnmg 1 501 
Perfcming AibfaaagcL&rary 150k 
Property RefiatabncBl Services 125k 
On line Medical News Serna 5.0m 
Com JcedsofWtddMsevi 255k 
\biaRaogmtioaTHqAoaM 150k 


Included in July Report £ j _ 

Steel Fabricator & Contract 500t*y 
Waterproof ftjlyroerMaiHrf SOOkvA- 
0TC Male k^WfiaceTrcamenl500kV^ 
InwGrititeltasportatiOD lirnv 
Computer Gaines Developer 450k 
Up-Marirt Property -Devon 600k 
i Mttu t B eaa i nnR^drAQBb 240k , 
Aircraft Spare Parts SoppBer 250k%y- 
Ekctronic Design Aoumtiooifr lOOkv 


EkctRBicDa^AMintoifvl 
FuB details available through TRIAL SUBSCRIPTION 
Access a regular flow of screesed businesses seeking equity cap&l 
VCR reviews business plans & meets the eatrepreneBn concerned 
✓ PRESENTING to mhuribay-CfyofljBrdan July 17 (6pm) 


Call VCR For Details 01865 784411 


FASHION COMPANY 

• UK Company, £30m mniovw and £2m profii before tax, 

„ ■■‘tedu to expand wirina io own secret 
RepKesarc soagjbt from companies wishing lo sefl/tottge 
*■' '« ' " - ,'witfi profits between £25QJXXV£1 m. 

• Tin e scepteoca] drcnmscmces c omp a n ies with growth 
/ potesniaf'below the above levels will he coocideretf. 

Mease repff Uk SOCHALJLS, 9 Wimpote Street. London W1M 8LA1 


International Trading Company Seeks 
Opportunity to Capitalise by way of Merger, 
Reverse Takeover or Outright Disposal 

Our rikut is a company specialising in the sourcing and supply 
of mass market retail consumer merc h a n d i se (dot food) 

• highly sophisticated global supplier dambase 

• solid and consistent profit growth record 
1997 profits m excess of £l.25m 

• cash rich and debt free 

• presently managed by ex-plc Chairm an wife proven trade 
record. 

The opportunity will be of special interest to a volume 
retailer/mail ordei/wholesale distributor which is looking to 
enhance purchasing margins. 

Principals only. 

For further information please write to: 

Hugh Godsal, Arthur Andersen 
PO Box 55 , 1 Surrey Street, London WC2R 2NT 




Insurance Brokers 

EkpBofiqg Conttneraallnsuraoce 
■ Orotoraybaiieif ioXonb London 

' ‘ 4pprt»*ra»lj> eSSaOOO - 

[ . Wtfcili B<ric'B5Z22,'FinR(Kial 
- 'Braea^OvSoettrwaric Bridge, 

J .4- ' Loodon SKl WL 


PROJECT AND 1 

COMMERCIAL | 

. fundlog avaifaWa to UK and fj 

Intornaboital charts. H 

Anglo American Group Pic. | 

T«t 01924 201 385' fl 

Fate: 01 924 201 377 ’.-jj 


expanding 

TRANSLATING COMPANY 



wtttl 

The Hie of a coomOias 

Fee further deeafla pi t — rochet 
Qarfc Brownscoobe, CAs on 
01273739277 (Iri) 

725346 (faxj, ref JT 


KfflMER ENTREPRENEUR 

towsemHEtred 

has tens ovslabto to assist cSrect and 
’ ftnenc«ati)> prt»TTOJe worthy odsSne 
ente J prt MM wfm bK» and previous 
experience at rtBtwl exsaithre tevsl 
can etevms comnwcta] venCires 
to dzzy hdgtXa. 

DMb to cenUmce to: Best B5347, 
Ffc—cM "Times. One S otef w fc Bridge, j 
London SEI 0HL 
orFsxzOISI 7KXfnL(UK) 


OFFICE EQUIPMENT 


BUSINESS SERVICES 


BARTEREX INTERNATIONAL LTD. 


LEstab&bed- Since 1979, we specialize in Corporate Barter and 
Countertrade. We also specSaJtzB in converting blocked and soft 
currencies for our dents. We barter Commercial Real Estate, 
Luxury. Real Estate, Aircraft, Yachts, Precious Stones, Air Travel, 
tnfl Advertising, Hi-Tech. Hardware & Software, and other Corp. 
Inventory wixtt-wide. 

-V ' CatUFax: 212-886-6446 • 

' , William Baker 

Five Twfor City Place. Suite 1520 
New York, HY.10Q17 USA 


OFFICE FURNITURE 


We have - direct from the manufacturer - new high 
quality executive and system ranges - conference and 
receptions. Large choice of veneers, melamine and/or 
laminate finishes 


With discount of up to 40 0 o from R.R.P.! 


London Showroom lor viewing: 69-73 Theobekfs Road, 
London WC1X 8TA 
FuH came ad and planning services. 


LlNEflBURO LTD T«l: 0171-331 C07£ 


CONTRACTS & TENDERS 


- - Republic of Lebanon 

Ministry of Agricuhnre 
Cocmtil for Development and Reconstruction 
Invitation for Bids 

1- The Government has received a loan from ihe IFAD (lnlemationa] Fund for Agricultural Development) for the 

Irrigation, Rehabilitation and Modaniwrion Project (IRMP - 370 LB) in Lebanon. It is intended that parts of the proceed? of this 

loan will be applied to ehgiMe payments for procurement of Laboratory Equipment. 

2- The Ministry of Agriculture and the .Council for Development and Reconstruction (Cl®), representing the Lebanese 
Government , now invite sealed bids from eligible local and international bidders for the supply of Laboratory Equipment. __ 

3- Interested eligible suppliers may -obtain further information and examine the bidding document artteheatbjuartm ofi The 
Council for Development and Reconstruction - Taller el Serafl - Beirut Central District - Facsimile: {951 1) 864494 - (9611) 
649947 - Telephone: (961 1) 643980/1/2/3 - Telex No: 42490 CDR LE - Beirut - Lebanon 

4- Starring 15th July 1997 a complete set of bidding documents nxay be purchased upon payment of a nonrefondable fee of US 

S 500 in the form of a banker’s certified cheek in the name of the CDR- _ . 

5- Bids must be delivered to the CDR headquarters on or before 12:00 hr$ local nm«oo 1st !997 • 

6- Bids will be opened in a public session at 12 bis local time on 1st September 1997 at the CDR headquarters. 


Power Transmission 
Engineers 


h 



Huddersfield, West Yorkshire 

Highfield Gears Limited (In 
Receivership) designs and 
manufactures mechanical power 
transmission products with an 
emphasis cm worm gear technology. 

■ Established 70 years 

■ Substantial leasehold premises 

■ Workforce of over 80 

■ IS09001 accredited 

■ Substantia] order book 

■ Turnover in excess of 

£4m31ion- 

For further details contact the 
Joint A A n i wifi fan tf re Receivers; 
Peter Flesher and Mike Saville 
at Grant Thornton, St Johns 
Centre, 110 Albion Street, Leeds 
LS2 8LA. 

TeL- 0113 2455514 Fax; 0113 2460828 
Internet: bttpJAem*.gr*nt-tbo mton. co.*tk 

Grant Thornton S 

The UK memb er firm of Gram Thornton Interna omul. 
Authorised by die lnsrinac of Chartered Accountants in 
England and Wales to carry on investment business. 








If 

levy gee 


Cr:AhIC = Ii: 
ACCO'-V.TAT.Tt- 


BUSINESS FOR SALE 

Catering Equipment 
Company For Sale 

The Joint Administrators offer for sale as a 
going concern a tong-established catering 
equipmera manufacturer and suppliar. 
Prindpaiteatures Indude: 

♦ Be^otee^^emandstandafdproifoct 
lines; exclusive agency agreements 

♦ Blue chip customer base 

♦ Annual turnover of approx £7^ milOon 

♦ Skflled and experienced workforce 
(90* personnel) 

♦ Order book totalling £700K 

♦ Leasehold premises (40 ,000sq ft) 
Contact Peter Hart at Levy Gee. 
100 A ChaBt Farm Road. London NW1 8EJ. 
Tat 0171-2674477 Fax: 0171-485 I486. 


BUSINESS RESALE 

Businesses For Sale - 
Monthly list detailing scores 
of businesses and properties 
for sate. 

Contact business Rente 
011352 880 950 


Small Group of 
Companies For Sail 

apecialiiing in trid* mWactariag 
scout Extremely profitable, 
year Baling March 1997 diowhg 
EXXUXO grots profs on sales 
ofCJXdfiCn. 

Write to; Bsn. B5350. 
Financial Tunes, Out Sonthwark 
Bridge, London SEI 9HL 


Managed Public House 
Costa Del Sol 

Spain 


Reson Town. 44 jMO Rtpilaiion 
859 Spanish Trade. 

Irish Theme Pub. Superb Location. 
Trading 7-8 Mil Pits per Month. 
Opportunity to expand she. 
Sale due to patmenhip split 

75A«/Ptfs 

Tel: 00345 2660101 
Mob: 0034 S9804940 


FOR SALE 

jLatgc. exclusive multupon & Health 
club 7Km outride GENEVA. 
Turnover 12 Million pounds. 
Excellent potential for further 
do ckrpmeiu. possibility to double 
turnover m yy yean. Consists of 
10 tennis courts in/oot door, squab, 
aerobics, gym. indoor js>4f, 
j swimming pool, sauna, tuiiish baths, 
balneotherapy, beauty therapy. 

hairdresser, etc... 

Important international diems, 
i v*r information write lo tn 85744. 
Financial Times. One Southwark 
Bridge. London SEI 9HL 



www.cytw.nH/bsr 


SALE 

, The No. 1 independent listing ol 
' medum to large companies for sale 
'm ihe UK (f/ 0 £ln+). New sections 
list m^or acquisitions and afl UK 
recavHShips. For sub details: 

,0 181-875 

LEGAL 
NOTICES 


IN THE HIGH COURT OF IRELAND 
Record No. 1W7 No. 142 COS 
IN THE MATTER OF 
SCHOETT VELOURS OF IRELAND LTD 
(UNDER THE PROTECTION OP THE 
HIGH COURT OF IRELAND) 

AK0 Pi THE MATTER OF 
THE COMPANIES ACTS IMTOIMI 
TAKE NOTICE that on 11 Juh 1<W7 t 
poitioo pursuant lo the Cocnpamei 
(Amendmog) Act. IWO wat praented lo the 
Central Office of the Hlph Court b> the 
Diiertor* of Scbcepp Vcfoon of firlanj 
limited having iisicfftneiEil office at Dnoarh. 
Oanny Wealcn). The pnnint h Jucvtn) to t* 
heard* I I4X» im on H July IW7 at the Ran 
Cotuu, DuMn 7 to the neat tira ifc mam he 
Ufcen up on that ike or on uch other iLnc u 
the Coat may fix. Any endhor or cnnrUwtntx 
Of the company “bo widte, to support or 
i^poto the maktog a€ an OBfc, 
may appear at die tune or foe heume by 
human or feu eounnet for that purpeno Bid a 
copy of the team wilt he fumJieJ w> ** 
andiw w contributory of the rv m^i ' im - a>tw 
Ktftuict h by the mdentptorf an piynntt of 
the raguknoddiBgc. 

O'C ONNO R WaJLSHE 
SfMJCTTOBS TOR THE PETITIONERS 
MERCHANTS HOUSE 
27/30 MERCHANTS QUAY 
DUBLIN* 

IRELAND 

ireftMJW) 

N om An y ponoo do ineakto appear k 
toe taeanne of tor pdkwn mis service or tM 
fey pa« to the petitmen or their soUritotj. 
nooee m wruinp of hu imemkn to <*> *j. n_ 
notice bbM «e da nrmr mm| kfefcm gt *1 

perm, orrf d» flrn*, d» nan* 

the hnn and nan be npord by (he pcmai „ 
firm or hh or their wrftetmn, tlf mjaixjBaim 
hercnmd. or If poari. nan. fee 
■atacm time to reach the 

fun on 25 July TO, 




nj. - — vt — rsfsrz: 
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TECHNOLOGY 


Falling rn sts will allow fingerprint verification 
m hei widely used, reports Geoff Naim 

The key to 
your identity 


I nformation at your fin- 
gertips is not just a 
marketing: phrase for 
the biometrics industry, 
which sees fingerprint verifi- 
cation as a key technology 
for protecting information in 
the digital age. 

Biometrics is the science 
of using unique human char- 
acteristics, such as voice, 
fingerprint or retina pat- 
terns, to verify a person’s 
identity. As any James Bond 
fan knows, the technology 
has been used to control 
access to buildings. But 
access control is a niche 
market and the biometrics 
industry sees bigger opportu- 
nities in internet commerce, 
banking transactions and 
data security. 

“Access control is not a 
big enough market to sus- 
tain our company," says 
Dennis Hollingshead, presi- 
dent and chief executive of 
Mytec Technologies, a Cana- 
dian security company that 
plans to launch a biometric 
product later this year. The 
system uses a small optical 
scanner to digitise a person's 
fingerprint and generate a 
unique digital “key” that 
nan scramble personal data 
stored on smartcards, Pins 
to perform financial transac- 
tions and computer pass- 
words. The data can be 
unscrambled only by the 
person placing his or her fin- 
ger on the scanner. 

Mytec claims its system is 


suited to electronic com- 
merce as it avoids the practi- 
cal problems involved in 
other encryption schemes. 
“The key is the weakest 
point in all encryption 
schemes as it has to be 
stored somewhere." says 
Hollingshead. “But with bio- 
metric encryption the key is 
yOUT finger.** 

Fingerprint verification is 
not the only biometric tech- 



SGS-Thomaon’9 fingerprint 
sensing chip 

nology but it is the most 
developed and is well suited 
to mass-market applications 
because of the tumbling cost 
of fingerprint readers. "Fin- 
gerprint technology is today 
both accurate and cheap," 


says Ricardo Arroyo, biomet- 
rics project manager at Uni- 
sys's Spanish subsidiary. 
The company is supplying 
the southern Spanish region 
of Andalucia with a finger- 
print verification system to 
cut social security fraud. 
More than 7m smartcards 
will have been Issued and 
633 fingerprint readers 
installed in benefit offices 
when the project finishes 
later this year. 

The US General Account- 
ing Office estimates benefit 
fraud cost US taxpayers 
more than $10bn (£6_25bn) a 
year and several countries 
are looking to follow Andalu- 
cia in using fingerprint read- 
ers and smartcards to cut 
down paperwork and fraud. 
Others are considering fin- 
gerprint verification to pro- 
tect medical records, ID 
cards and driving licences. 

Early fingerprint verifica- 
tion systems cost more than 
$1,000 and required accurate 
optics which could foil when 
faced with poor quality fin- 
gerprints. Advances in the 
software used to digitise fin- 
gerprints allow today's mak- 
ers to build smaller, more 
reliable devices with less 
sophisticated optics and 
prices have thus dropped to 
less than $500. 

“At that price the market 
starts to open up," says Mike 
Lynch, managing director of 
Cambridge Neurodynamics. 
The company, set up by 



Some people have been wafting a very long time: Immig ra nts queueing to enter New York at the turn of Cm century 


Travellers arriving at New York's 
John F Kennedy airport know at 
first hand the benefits of biomet- 
rics in bypassing the notoriously 
long queues at immigration con- 
trol, writes Geoff Naim. 

The Inspass system allows fre- 
quent, low-risk visitors to the US 
to speed through by simply plac- 
ing their palm on a scanner, which 
compares the geometry of tries' 
hand with that stored on a card. If 
the biometrics match, file visitor 
can enter. 


The Immigration end Naturalisa- 
tion Service claims the process 
can take just 11 seconds. Inspass 
is also operational at Newark and 
Toronto airports. 

Like other Immi gr ati on authori- 
ties, INS Is evaluating many bio- 
metrics technologies including fin- 
gerprints, face and voice 
recognition. Canada uses finger- 
prints at Vancouver airport but the 
INS plans to continue with hand 
geometry for Inspass. 

"Fingerprint validation is too 


slow because of the time needed 
to position the finger cor rectly," 
says Thomas Andreotta, Inspass 
project manager. 

Over 65,000 cards have been 
issued since 1993 and INS wants 
to extend inspass to other air- 
ports and land borders. But there 
have been technical problems and 
poor management "The slippage 
is unfortunately due to problems 
writing new ma inframe software,” 
says Andreotta. 

Attempts to develop a universal 


Ftun .’ EMpfr jhm** 


biometric border pass are also 
progressing slowly. The US and 
five other countries have tenta- 
tively agreed to standardise a 
card format that can be read in ail 
their systems, but travellers will 
have to enroll separately m each 
country. 

Also, INS plans an advanced 
optical-storage card containing 
digital photograph, fingerprint and 
hand geometry data, that wiM not 
be compatible with the existing 
standard. 


Cambridge University 
researchers, has developed a 
$300 optical fingerprint 
reader and image analysts 
software that uses neural 
network technology. A US 
company, KeyTronic. sells a 
PC keyboard with built-in 
fingerprint reader and soft- 
ware for less than $500. 

Prices could soon drop fur- 
ther thanks to new readers 
based on semiconductor 
technology. Researchers at 
European chipmaker SGS- 
Tbomson have developed a 
chip with tiny capacitive 
sensors to capture the fin- 
gerprint by measuring the 
differences in electrical 
charge between the skin’s 
fields and ridges. 

Lucent Technologies, for- 
merly the technology divi- 


sion of AT&T, recently spun 
off a company. Veridicom, to 
market a similar technology. 
Veridicom hopes to launch a 
system based on its postage 
stamp-sized capacitive sen- 
sor later this year at around 
$300, although that could 
drop significantly if the chip 
goes into volume production, 
the company claims. 

Veridicom believes its sen- 
sor's small size and low cost 
make it ideal for use in prod- 
ucts such as portable com- 
puters. cellular phones and 
electronic tags to identify 
property. Many banks and 
card companies would like 
to build fingerprint scanners 
into ATMs and POS termi- 
nals - eliminating the need 
for users to remember Pins 
or, worse, write them down. 



SKwr 

TR0STBERG 


Net income up 25% to DM 150 milli on in 1996 
SKW strengthens market positions worldwide 
MBT leads 37% surge in first quarter Group sales 


In 1996, SKW Group 
soles advanced slightly 
to DM 3. 91 billion from 
DM 3.8S billion recorded 
the previous year. 
Without acquisitions 
and disinvestments, 
sales growth was 5%. 
With the consolidation 
of MBT. Group sales 
are expected to soar to 
DM5.3 billion in 1997. 
SKW-MBT now ranks 
as the global leader in 
construction chemicals. 
SKW had already be- 
come one of the world's 
biggest suppliers of 
gelatin and food addi- 
tives by purchasing SBl 
Systems Bio-Industries 
in 1995. After a period 
of large acquisitions, 
further international- 
ization, and a new 
Group structure. SKW 
aims to bolster its 1997 
growth based mainly 
on Us own strengths 
and resources in a 
phase of consolidation. 


SKW Stare pile* to DM - 


INCREASED 
DIVIDEND 
PAYOUT FOR 1996 
PLANNED 

Results from operating 
activities of the SKW 
Group rose to DM 286 mlL 
lion, a further increase 
from the already respect- 
able DM 2S1 million of 
the previous year. Net 
income for the year in- 
creased by 25% to DM 150 million. The adjusted 
earnings per share (DVFA/SG) grew to DM 2.25 
after DM 2.03 in 1995. 

For 1996. we will propose to increase the di- 
vidend from DM 1 (20%) to DM 1.1 (22%) per 
DM 5 nominal share - the total dividend payout 
amounting to DM 69.3 miDion(1995: DM 63 million). 


. DEVELOPMENT OF SKW'S 5HA1 

^vs^bkx • : ' v :' 

-•.'•frlce otjMwtjr 2. 1996 » 100 



ALL DIVISIONS DISPLAY 
NEW STRENGTH 


Following the restructuring of SBl. substantial 
cost savings in the Nature’s Products Division 
are already discernible. The Chemicals Division 
is profiting from its prominent market position 
in specialty chemicals, from the buoyant special 
fertilizer market, and from its desulfurization 
products for Europe's recovering steel industry. 
A major competitive advantage of the Construction 
Chemicals Division is its worldwide sales organ- 
ization. enhanced by MBTs strong presence, 
especially in emerging markets. 
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SALES AND EARNINGS JUMP 
IN FIRST QUARTER 

In the first quarter of 1997, SKW Group sales 
reached DM 1 .3 billion, a considerable gain, of 37% 
(DM 358 million) over the year-earlier result This 
growth was mainly due to the first-time consoli- 
dation of MBT's sales, without which the increase 
would have amounted to 4% or DM 35 million 
Following the integration of MBT, assisted by a 
stronger US dollar and a recovery in the economic 
environment, the Group's results from operating 
activities were also significantly higher than the 
first quarter figure of the year before. 

SKWTrostbergAG is an intemationdlchemical com- 
pany committed to chemistry as o natural science 
and to its application in industry and consumer- 
oriented areas. To achieve its objectives. SKW offers 
highly specialized expertise to supply quality prod- 
ucts. services, and systems in the fields of Nature’s 
Products, Chemicals, and Construction Chemicals. 
Ongoing innovation enables SKW to deliver added 
value to its clients worldwide. 


SKW Trosdberg AG 
Investor Relations 

P-O. Box 1 262, D-83303 Trostberj, Germany 

Phone: (+49) 862 1 / 86-24 30 

Fax; (+49) 862 1 / 86-20 40 

Internet httprf/wwwokwjde 

e-mail; I 066 l 6 .l 767 @compuservexom 

A Company of the VlAG Group 


TbilCreditBank, a bank in 
Georgia in the former Soviet 
Union, is considering using 
fingerprint verification to 
encourage high-spending 
Georgian shoppers to leave 
their cash at home and 
instead use stored-value 
smartcards - "electronic 
purses". The aim is to 
reduce high levels of theft 
from retail outlets. The hank 
has already started a trial of 
smartcards for low-value 
payments in petrol stations 
and convenience stores. 

These cards, supplied by 
US company Biometric 
Tracking, require the holder 
to enter a Pin. but the hank 
is considering moving to a 
system based on fingerprint 
verification which would 
allow it to issue cards of 
much greater value - 510,000 
or more. Only the person 
whose fingerprint Is digi- 
tised an tiie smart card could 


unlock its stored value by 
placing a finger on a reader 
connected to a POS terminal. 

The latest capacitive read- 
ers reject photographs of fin- 
gerprints and fingers of 
somebody dead, thereby 
thwarting even the most 
determined card thieves. 
Barclays Bank is also inter- 
ested in biometrics and is 
running pilot projects to 
evaluate different technolo- 
gies. "From a technical point 
of view fingerprint verifica- 
tion is more advanced than 
other biometrics," says BUI 
Perry, who heads a biomet- 
rics project at Barclays. 

The bank is primarily 
interested in protecting 
access to its buildings and 
computer networks, but is 
also exploring the potential 
of fingerprint verification 
for card transactions, as 
is Mastercard which this 
year conducted trials 


of fingerprint readers. 

Fingerprinting is inevita- 
bly associated with crimi- 
nals and the biometrics 
industry must convince a 
sceptical public that finger- 
print verification cannot be 
misused. The technology is 
quite different from that 
used in police fingerprint 
recognition systems. 

For verification, there is 
no need to store an accurate 
image of a fingerprint - it 
occupies too much memory 
and takes too long to pro- 
cess. instead, the reader typi- 
cally just looks for features, 
called minutiae, that make 
each fingerprint unique. The 
pattern of these minutiae is 
then turned into a digital 
"template" and it is these 
templates that are stored 
and compared. The Industry 
argues that it is impossible 
to generate a fingerprint 
from the template. 
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Mark of a tWefc fingerprints an stolen cheques can be found using an environmentally friendly solvent 

Forensic investigation goes green 


A non-ozone depleting 
alternative to the tra- 
ditional recipe for 
developing fingerprints on 
stolen cbeques has been 
developed by 3M, the con- 
glomerate best known for 
Scotch tape. 

The stolen cheque is nor- 
mally covered in a special 
powder dissolved in a sol- 
vent, heated in an oven, left 


to cool and then watched for 
fingerprints to emerge. The 
solvent has to be compatible 
with a broad range of mate- 
rials, evaporate quickly and 
have low toxicity. Tradition- 
ally, CFC-113 has been the 
only solvent to fit the bill, 
but this contains chloroflu- 
orocarbons which can dam- 
age the ozone layer. 

The new solvent, 3M HFE- 


7100, contains the more 
environmentally acceptable 
hydrofluoroethers rather 
than CFCs. It has performed 
well in tests at the Home 
Office's Police Scientific 
Development Branch, and 
regular use of the chemical 
for forensic investigation is 
expected to begin next year. 

Andrew Baxter 
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U.S. $200,000,000 
American Express Bank Ltd. 

Floating Rate Subordinated Capital Notes 
Due 1999 

Notice Is hereby given that for the Interest Period 16th July, 
1997 to tfith October, 1897 the Notes wffl bear Interest at the rate 
of5X% per annum. The interest payable on 16th October, 1997 
against Coupon No. 42 wiB be US. SI 50.14 per U.S. Si 0,000 
Nominal and US. S3.75SM7 per US. S250S0Q Nominal. 

DATED THIS 1STH DAY OP JULY, 1937. 

Principal Paying Agent 

1 ROYAL BANK OF CANADA 
EUROPE LIMITED 


The Financial Times plans to publish a Survey on 

South Africa 


on Tuesday, October 21 


For further information, please coi 

Gareth Jones 

Tel: +44 171 873 3238 

Fax: +44 171 873 3595 

or Chris Manson in South Afri 

Tei: +27 11 463 2250 

Fax: +27 11 463 7193 

or your usual Financ ial Times renr«, 
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Romance of the Cote d'Azur 


Jackie Wullschlager visits an exhibition which examines the ebb and flow 

D O you Uke it 
here?” Nicole and 
hick Driver, on- 

vaeatirm «« 


D O you Hke it 
here?” Nicole and 
Dick Driver, on 

rMo j»a vacation on the 
oote a Aziir. are asked in 
Tender is the Night. "They 
have to, they invented it,” a 
friend replies, 

"Vacances a la Mer”, the 
new Paris summer exhibi- 
tion, tells the story of the 
invention of the seaside, and 
is a gloriously French con- 
struct: an analysis of hedo- 
nism and the pursuit of the 
chic which brings the plea- 
sures of the mind to bear on 
Use pleasures of the body. 
For where else but within 
the colourful postmodern 
tubes of the Pompidou Cen- 
U-e would you find a room 
devoted to the social signifi- 
cance of the stripe, from 
blazer to deckchair? And 
where but the French Rivi- 
era would a grand hotel, the 
Carlton at Cannes, boast 
twin cupolas modelled on 
the breasts of a famous belle 
epoque courtesan? 

A recent survey of favour- 
ite places for sex found that 
French women's overwhelm- 
ing first choice was the 
beach (the bedroom came 
second). But our idea of the 
sea as life-enhancing, 
healthy and fun is compara- 
tively modern. In 1847, 
Flaubert wrote savagely of 
the giumtite of “cripples, the 
one-armed, the blind, hunch- 
backs and people with rick- 
ets and sores” who popu- 
lated Brittany, and in 1650 
Monte Carlo was the poorest 
state in Europe. 

When entrepreneurs set 
out to entice people away 
from taking the waters at 
thermal baths - traditional 
spa resorts like Bath. Baden- 
Baden, Evian-les-Bains - 
they had to diffuse not only 
social prejudice like Flaub- 
ert’s but a cultural heritage 
which associated the sea 
with fear, of drowning, ship- 
wreck, monsters and “the 
an guish of infinity”. 

All those Romantic tales of 
undines and sea sprites, Dvo- 
rak’s Rusalka. Debussy’s 
Melisande, Andersen’s Little 
Mermaid I, speak to age-old 
terrors of the sea. Yet by the 
1660s two practical develop- 
ments - speculative prop- 
erty building and the spread 
of railways - gave the sea- 
side the allure delhxmte of 
fantasy. Exotic “steam rock- . 
ets" took travellers to villas 
modelled on Chinese pagodas 
and Arab palaces. Hotels, 
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'Con d*Aznr Inventing the French Riviera' by Mary Blame. Thames and Hudson 

Seaside fantasies: ‘Aircraft competitions attracted visitors and provided thrills' in Monte Carlo 


casinos, piers, bathing huts 
were constructed and, from 
St Malo to Nice, colourful 
fronts were In place by the 
turn of the century. 

This is delightfully 
recounted here in photo- 
graphs, drawings and mod- 
els, while popular art illus- 
trates the changes in 
perception. In 1853, Honors 
Daumier's le tram de Platsir, 
one of his croquis aquatique 
cartoons, satirises a pair of 


Parisians in top hats, 
drenched and miserable, 
wading through a stormy 
sea. In 1890, the jaunty Toul- 


people”, but, especially in 
the north, etiquette was 
strict and as late as 1929 the 
mayor of Deauville banned 


ouse-Lautreostyle posters of nude shoulders. 


the Compagnies de dh emin 
de Fer were idealising straw- 
hatted men ogling women in 
knickerbockers beneath the 
pleasure dames of La Seine 
des Plages, St Mala - 
Somerset Maugham called 
one glamorous French resort 

“a sunny place far shady 


And so to the stripe, the 
beach fashion invented in 
the 19th century as a com- 
promise between the health- 
brigade. who insisted white 
be worn next to the akin, 
and the prudes, who were 
shocked by Its transparency. 
By alternating opaque and 


sea-through lines, sexy sil- 
houettes were supposed to 
look less inviting. 

But the romance of the 
traditional sailor's outfit 
caught on and became sym- 
bols of health, fan and spor- 
tif style: a striped awning 
outside a shop suggests fresh 
produce within; a restau- 
rant’s striped canopy invites 
sophisticated diners. 

:A joy here is the photo- 
graphs of Jacques-Henri Lar- 


of the seaside 

tigue, great chronicler of the 
French seaside. EOs photo of 
young men in striped blazers 
at La Baule in 1913 bril- 
liantly fixes an assured, aris- 
tocratic class escaping real- 
ity on the eve of its decline. 
Flanking it. Coco at Hen- 
daye. 1934. shows a young 
woman looking out at the 
Atlantic, sitting with her 
back to us in a striped, 
strappy bathing suit beside a 
billowing empty striped tent: 
Lartigue’s encapsulation of a 
1930s beach as a place of 
menace, decadence and hol- 
low ideals. 

Twenty years on, Robert 
Doisneau's 1950s photo- 
graphs of eager children 
fighting the waves are nos- 
talgic recreations of a 
Europe recovering hope and 
confidence. Kodak cameras 
ramp in in is88 - Lartigue 
bad one from tbe age of six. 
The room devoted to a cen- 
tury of family snapshots pro- 
poses that the camera condi- 
tions and creates the myth 
of the seaside holiday as well 
as records it. 

But this room is really 
about the simple pleasures 
of continuity. The donkey 
rides at Boulogne-sur-Mer in 
1880; the postcard to the 
Parisian grandparents in 
1900 (“the girls have been 
sages et faciles ", “Catherine 
had her nap after lunch as 
usual"); the nanny and 
charges at the plage fleurie 
of the Normandy Hotel, 
Deauville, in 1930; “Polly", 
the mechanical sw imming 
doll from the 1950s: here is 
history as an acceptance of 
the familiar and banal that 
make up so much of our 
lives. 

The shifting- tones of this 
exhibition, now tender and 
sentimental, now a decon- 
struction of symbols, now a 
brash parade of fasbion, 
recalls something of the 
pleasure of watching the 
panorama of beach life from 
a deckchair on the sand, or 
the whimsical appeal of 
French seaside films. 

The show suggests that 
“vacances a la mer" are a 
metaphor for the futility 
essentials of life. It ends with 
an absurdist image from our 
own times: a life-size, grue- 
some papier mache family 
taking their first dip in the 
shallows, and wincing as 
their feet dissolve. 

At the Pompidou Centre, 
Paris, until September 27. 


Ballet / Clement Crisp 

A Swan Lake 
to believe in 


S o much publicity is 
given to the problems 
of our leading opera 
companies that it is easy to 
overlook the fact that life 
can be hard elsewhere. Turn 
to the arts outside London 
and there is even less chance 
of attracting public atten- 
tion. 

The Cheltenham Festival 
is in its 53rd year, which 
makes it older by a whisker 
than either of its illustrious 
British counterparts at Edin- 
burgh and Aldeburgh. A 
commitment to new music 
by its founding fathers has 
never been forgotten and 
under its present artistic 
director - Michael Berkeley, 
son of the composer Lennox 
Berkeley and a leading 
young composer himself - 
the stuffy atmosphere of a 
few years back has been 
gently blown away. 

It cannot be easy work. 
Tbe Arts Council grant for 


Cheltenham Festival / Richard Fairman 

Out with the stuffiness 


the 1997 festival was barely 
enough to pay for a handful 
of prima donna's top Cs at a 
certain establishment in the 
capital and sponsorship has 
been getting difficult as com- 
panies look to shift their 
spending to events of obvi- 
ous public appeal 
So, it Is no news at all to 
report that the festival has 
gone ahead as usual. The 
financial targets have been 
met, sponsorship has been 
raised, and audience figures 
are expected to equal last 
year’s average of 70 per cent 
plus. For a festival which 
has a premiere, or something 
near it, in almost every pro- 
gramme, that is worth a 
modest headline of its own. 


Friday’s evening concert 
offered a big premiere by Vic 
Hoyland - rather bigger, in 
fact, that the festival had 
anticipated. A lot of extra 
instruments were needed 
and the BBC Symphony 
Orchestra, with its conduc- 
tor Markus Stenz, was forced 
to forsake tbe platform far a 
larger space on the floor of 
tbe ball The Town Hall at 
Cheltenham is not a good 
venue for a symphony 
orchestra at the best of 
times and this turned 
Brahms's Second Symphony 
into a congested, booming 
noise for anybody seated at 
ground level. 

For the second half, I took 
refuge fa the balcony, where 


Susan Bickley’s extraordi- 
narily inward singing of 
Mahler’s JJeder ernes fahren- 
den Gesellen came across 
with surprising immediacy. 
The Hoyland piece itself was 
also best beard from a dis- 
tance. A-vixen-A. commis- 
sioned by the BBC. had 
enough of interest fa it to 
hold the attention for the 30 
minutes it lasted, but would 
be unlikely to survive closer 
scrutiny. Aside from Hoy- 
land’s fondness for muted 
trumpets, vibraphones and 
gongs, there was little to 
stop the score fading into an 
unspecific, late 20th century 
musical lan g ua g e. 

By contrast, the Pittville 
Pump Room is an ideal place 


for morning recitals. Fur bis 
token piece of relatively new 
music, the Polish pianist 
Piotr AnderszewsM offered 
three of Lennox Berkeley's 
Six Preludes, OpJ2S (no need 
to be bashful about this com- 
poser’s underrated music, 
Just because he was the 
father of the festival's artis- 
tic director). Bach's English 
Suite Na6 went part of the 
way towards showing what 
this pianist can do and an 
engrossing performance of 
Beethoven's DiabelU Varia- 
tions, touched in every varia- 
tion by his imaginative feel 
for colour and atmosphere, 
completed the picture admi- 
rably. 

For Saturday evening, the 


festival dug deep into its 
pocket for a Bach pro- 
gramme with the Orchestra 
and Choir of the Age of 
Enlightenment, only to be 
rewarded with a miserable 
attendanc e . With Paul Nic- 
holson as conductor, they 
missed period-instrument 
playing and singing well up 
to OAE’s usual high stan- 
dards. 

Ruth Holton and Peter 
Harvey were the pleasing 
soprano and bass soloists in 
the two cantatas, BWV 47 
and 32, and there was also 
the first performance of i 
Betty Roe’s short choral I 
piece. His Winding-Sheet, 
part English traditional, part ; 
mean adventurous - just five 
minutes, but It was at least 
one more premiere to add to 
Cheltenham’s 1997 tally. 

Cheltenham International 
Festival of Music continues 
until July 20. 


I am no lover af jesters w 

Clowns. At the first sun- 
eesbon of one of the*? 
capering horrors. I poi nt 
mysdf towards an exit and 
run. But there is one execs- 
tion. Despite the desperate 
vivacities of the Jester fa the 
Kirov Swan Lake - he man- 
ages to appropriate the 
bunch of flowers which Sieg- 
fried is to give his prospec- 
tive bride at the ball, 
thereby casting an intrigu- 
ing light upon their relation- 
ship - the production is so 
splendid that, without the 
least queasiness. 1 enjoy 
every moment 
This Petersburg staging is 
now the only acceptable one 
in the world as a view of the 
real, the true, the traditional 
Swan Lake that was first 
given at the Mariinsky Thea- 
tre a century' ago. Its text is 
more corrupt than it should 
be - the Royal Ballet has a 
much better version, ruined 
by production and idiot dra- 
matics - but Kirov style is 
so beautifully attuned to the 
score and the emotional res- 
onance of tbe narrative that 
we can believe in Swan Lake 
as a lyric tragedy. 

The Kirov staging is 
serene. Little bappens save 
tbe choreography, which is 
danced with a sublime assur- 
ance and sense of rightness. 
Tbe first act is a dream-pre- 
lude in wbicb courtiers 
dance with untroubled ele- 
gance. The lake-side is a 
vision of whitened move- 
ment in which Odette’s sor- 
rows touch our hearts. (On 
Friday, when Sioan Lake 
entered the Kirov repertory 
at the Coliseum. Yuliana 
Lopatkina was superb fa 
movement as the Swan 
Queen, rather more muted 
fa feeling.) 

In the ball-room, the 
panache of the national 
dances sets a tone of physi- 
cal brilliance no other 
troupe can emulate: the 
Mazurka, danced by the four 
most beautiful couples fa the 
world, is a marvel of aristo- 
cratic bravura. The last act 
is all sorrow and swan-feath- 
ers. and proves that even 
this balletic cliche is still 
potent when given by danc- 
ers whose traditions and 
style command belief in 
whatever they perform. The 
design by Igor Ivanov, cos- 
tumes by Galina Solovyova, 
are the ones we have been 
used to. (The vile Innova- 
tions formerly proposed by 
Oleg Vinogradov fa staging 
and decor have, 1 trust, been 
left out for the dustmen.) 

It is, as you may now have 
guessed, a wonderfully satis- 
fying Swan Lake . (It was the 
only good news fa a week 
that brought hints of two 
new stagings on the hori- 
zon.) Lopatkina, greatly 
admired fa Russia, is an 
extraordinary artist. She 
was, I would venture, 
slightly nervous fa the first 
lake scene. Tall, still young, 
she offered an Odette of 
beautiful line, fluent execu- 
tion, creating exquisite 
shapes fa the air. There was, 
though, some lack of feeling: 
her tragedy was one of resig- 
nation rather than despair 
or even nascent hope when 
Siegfried comes to her. (The 
presence fa the audience of 
Inna Zubkovskaya and Nata- 
lya Makarova, both sublime 
Kirov Odettes, brought vivid 


memories of emotion nobly 
shown in this first scene.) 

But fa the ball-room, seiz- 
ing upon the music's ener- 
gies, Lopatkina was tremen- 
dously good. There was a 
spiritual and physical power 
to her dancing winch spoke 
« great talent. And for the 
last lakeside scene, this 
same brightness of fading. a 

Sf.sr; 

exceptional artist fn™ 

things, her style cxquisto ^ 

He. Siegfried 
Zelensky. We marvel at 
Zelensky's technical poww - 

th !v, biB L a L mQsl laz >' ease 
with which steps are set 

forth; but no less fine is his 
ability to establish emotion. 
His art is one of simplicity 
as with his dancing where 
we wonder why so few other 
princes set out the steps 
with such magisterial clar- 
ity. His Siegfried U a 
dreamer, brooding. It suf- 
fices for him to establish this 
mood, and the ensuing 
drama becomes clear, credi- 
ble. It is a compelling read- 
ing. 

For tbe rest, the Kirov 
corps de ballet are a single 
glorious ballerina. The 
mazurka, with its superla- 
tive octet of Polish aristos. is 
a miracle of style. 


A s the Kirov Ballet sea- 
son continues. I 
record with great sad- 
ness the death, fa New York 
on Sunday, of Alexandra 
Danilova, a great ballerina 
wbo was a product of the 
Petersburg school and ballet 
company early this century. 

Alexandra Dionysova Dan- 
ilova was born fa Peterhof. 
near St Petersburg, fa 1902. 
While still very young she 
was orphaned, and became a 
pupil of Imperial Ballet 
school. By the time she was 
18 she had graduated into 
the ballet troupe of what had 
become the State Theatre fa 
Petrograd. In 1924. George 
Balanchine invited her to 
join a small concert group he 
was talcing on a tour of Ger- 
many. In that same year he 
and Danilova and their com- 
panions were to join Diag- 
hilev's Ballet Russe. Balan- 
chine became tbe company 
choreographer; Danilova, 
grandly talented, became a 
principal of the troupe. 

Her career, thereafter, was 
to make her one of the icons 
of the Ballet Russe, the epit- 
ome of the glamorous, gifted 
Russian ballerina. In the 
roles that Leonid Massine 
gave her - in Boutique Fan- 
tasque. Beau Danube. Gaiete 
Parisderme - she was like the 
finest champagne. Her 
career was Largely spent fa 
America, where she led the 
Ballets Russes de Monte 
Carlo for two decades. On 
her retirement, she was 
invited by Balanchfae to 
work at bis School of Ameri- 
can Ballet, where she passed 
on her profound knowledge 
with exemplary skill and 
great style. She was married 
twice: to Giovanni Massera, 
and then to Kasimir Kokich. 

Like every other ballet- 
goer. I saw her and at once 
fell in love with her, with 
her charm, her joyous spirit, 
her classical grace fa dance, 
and her grace in life. 


Im^RNATIONA£s 


-I*/' 


■ CHELTENHAM 

CONCERTS - - 

Cheltenham Festival 
Tel; 44-1242-227979 
Bournemouth Symphony 
Orchestra: conducted by Paul. - 
Daniel In works by Brahms, 
Schwertsik and Mozart; at the 

Town HaH; Jul 16 

■ drottnengholm 

OPERA 

Drottning holms Stottateater 
Tel: 46-8-457 0600 ' 

EurWJce: by Jacopo Pen. Swedish 
premiere. Produced by Kart 
Duner. and designed by Peder 
Freiii, with the Drottnlngholm 
Theatre Orchestra conducted by 
jajcob Lind berg; Jul 15, 16, 18 

■ GRAZ 

CONCERTS 
Styriarte Festival 
Teh 43-316-825000 , 

Handers Fireworks: Jordi Savafl 
conducts the Concert des Nations 
in the Festival's final concert 


Purcefl’s Fairy Queen Suite and 
Handel’s Music for the Royal 
Fireworks; at the Stefanlensaal; 

Jul 20 

■ LONDON 

CONCERTS 

BBC Proms, Royal Albert HaB 
Tel: 44-171-589 8212 
.• Bernard Haitink conducts the 
BBC Symphony Orchestra, 

Chorus and the BBC Singers in 
Beethoven's Missa Sotemnis; 

..Jiil 18 

• .Nicholas McGegan conducts 
selections from Mozart and 

. .Schubert’s one-act opera Die 
Vershworenen, performed by the 
Orchestra of the Age of 
Enlightenment. Soloists include 

'* soprano Hillevi Martin pelto; Jul 19 

• World premiere of a new work 
by. Michael Gordon and UK 
premiere of John Adams’ 
Scietchband phis music by Steve 
-Reich, Lou Harrison, Phillp GIass 
and Frank Zappa. Performed by 
foe Ensemble Modem and 
conducted by John Adams; Jul 20 

DANCE 

London Co&seum 
Tel: 44-171-832 8300 

• The Kirov BaHeC Symphony In 
C/Gisel!e - Balanchine's 
masterpiece is staged for the 
Kirov by John Taras of New York 
City Ballet, with casts to include 
afl of the company's leading 
ballerinas; Jul 15, 16, 17 

• The Kirov Ballet The Sleeping 
Beauty - caste vary: Jul 18, 19 

EXHIBITIONS. 

British Museum 
Tel: 44-171-636 1555 


Arte of Korea: overview of Korean 
art and archaeology ranging from 
the Neolithic period to the 19th 
century. Exhibits indude a royal 
gold crown from the Silla 
kingdom, earfy Buddhist 
manuscripts, Koryo ceramics and 
18th century landscapes. The 
exhibition is scheduled to run until 
. 2000, when It wHl be replaced by 
a new, permanent Korean Gallery. 

THEATRE 

Shakespeare’s Globe 
Tel: 44-171-401 9919 
Henry V: by Shakespeare: Mark 
Rylance stars as the young king 
In a production directed by 
Richard Ofivter an d designed by 
Jenny TlramanJ; In repertory 

■ LOS ANGELES 

EXHIBITIONS 

Museum of Contemporary Art 
Tel: 1-213-626 6222 
Jeff Wall: first retrospective 
exhibition of tha Canadian artist 
whose photographic work draws 
bn the narrative traditions of 
tableau painting; the exhibition 
has been seen fn Washington and 
wHl 'travel to Japan; to Oct 5 

■ NEW YORK 

Lincoln Center Festival 97 
Tel: 1-212-875-5030 
CONCERTS 

• New York PhSharmonic at the 
Avery Fisher Hefl. Music director 
Masur’s 70th birthday is to be 
celebrated in a programme of 
.popular favourites. With 
Anne-Sophfe Mutter and other 
guest artists to be announced; 

.Jul 18 


• New York Philharmonic at the 
Avery Fisher Hall. Kurt Masur 
directs a programme exploring 
countercurrents to Wagner, 
featuring the rarely performed 
Mendelssohn oratorio Die erste 
Walpurgisnacht and the Brahms 
Violin Concerto; Jul 19, 20 

DANCE 

• The Royal Ballet at the 
Metropolitan Opera House: The 
Prince of the Pagodas. Music by 
Benjamin Britten. NY premiere of 
this three-act ballet, 
choreographed by Sir Kenneth 
Macmillan. Darcey Bussell is 
Princess Rose; Jul 18, 19 

• The Royal Ballet at the 
Metropolitan Opera House: 
Cinderella. Revival of Sir Frederick 
Ashton’s ballet, set to Prokofiev’s 
score; Jul 20 

THEATRE 

Lbs Danaldes: US premiere of 
Sihriu Purcarete's reconstruction 
of Aeschylus' 470 BC tetralogy. 
Performed In French wife English 
supertitles; Damrosch Park, 62nd 
St near Amsterdam Ave; to Ju! 20 

■ PARIS 

DANCE 

Opera National de Paris, Palais 
Gamier Tel: 33-1-43439696 
Sylvia: the Opera Ballet performs 
a new version, with fresh 
choreography by John.Neumeier, 
to musk: by Delibes; Jul 15 

OPERA 

Opera National de Paris* Opera 
Bvtaie Tel: 33-1 -44731 300 ■ 

RIgoletto: James ConJon conducts 
Jfirflme Savely’s staging of 


Verdi's opera, with sets by Michel 
Lebois; Jul 15 

■ ROME 

CONCERTS 

Accademia Nazkmale di Santa 
CeciEa Tel: 39-6-6880 1044 

• European Union Baroque 
Orchestra: conducted by Roy 
Goodman in a programme of 
works by Vivaldi, Telemann, Bach, 
Quantz, Heinichen and Rameau; 
Jul 18 

• Orchestra deU'Accademia 

Nazjonale d) Santa Cecilia: 
conducted by Myung-Whun 
Chung In works by Weber, 
Schubert and Beethoven; Jul 17 

■ SALZBURG 
THEATRE 
Salzburg Festival 
Tel: 43-662-844501 
Jedenmann: by Hugo von 
Hofmannsthal. Revival of Gemot 
Friedel's production, designed by 
Imre Vincze; at the Domplatz; 

Jul 20 

■ SANTA FE 

OPERA 

Santa Fe Opera 
Tat 1-505-986 5900 
La Travfata: Linda Brovsky directs 
this new production of Verdi's 
opera, sat in the Parisian 
demimonde. Christopher Larkin 
conducts; Jul 18 

■ TANGLEWOOD 

Tangfewood Festival 
Tel: 1-817-931 2000 
CONCERTS 


Seiji Ozawa conducts the Boston 
Symphony Orchestra in works by 
Takemitsu, Mozart and 
Beethoven. With piano soloist 
Peter Serkin, baritone Mark 
Oswald, and the Tangfewood 
Festival Chorus conducted by 
John Oliver; at the Shed; Jul 18 

OPERA 

Les Mamelles de Tirteias: fully 
staged production of Poulenc's 
opera, directed by David Kneuss, 
preceded by two vocal chamber 
works by Ligeti; performed by the 
Tanglewood Music Center Vocal 
Fellows and Orchestra, conducted 
by Seiji Ozawa; at the Theatre; 

Jul 17, 19 

■ VERONA 

OPERA 

Arena di Verona 
Tel: 39-45-800 5151 

• Aida: by Verdi. Conducted by 
Nelio Santi in a production 
originally staged by Gianfranco de 
Bosio, revived by Susy Attendoli; 
Jul 18 

• Carmen: by Bizet. Conducted 
by David Gimenez, in a staging by 
Franco Zeffirelli. Agnes Baltsa and 
Jos6 Carreras recreate their 
famous double-act on Jul 19. 22 
& 25 

■ WASHINGTON 

CONCERTS 

Wotf Trap Tel: 1-703-255 1860 
National Symphony Orchestra: 
conducted by Elizabeth Schulze 
in works by Tchaikovsky, 

Prokofiev and Rimsky-Korsakov. 
With violin soloist Sarah Chang; 

JU 17 


WORLD SERVICE 

BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC: 

08.30 

Squawk Sox 

10.00 

European Money Wheel 
18.00 

financial Tunes Business 
Tonight 
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COMMENT & ANALYSIS 



Martin Wolf 


No more than a blip 

Thailand’s currency ‘crisis' is an inevitable consequence of overheating but 
will quickly pass as strong economic fundamentals reassert themselves 


In the last year the [Thai] 
economy has slowed to a 
crawl, with growth foiling 
to 6.7 per cent from 8-5 per 
cent a year earlier," 
declared the respected Econ- 
omist Intelligence Unit on 
July 7. In almost any other 
region, this would appear 
the pace of an Olympic 
sprinter. 

This background must be 
remembered when parallels 
are made between Thailand 
in 1997 and the Mexican cri- 
sis of 1994 and 1995. As then, 
the country has had a cur- 
rent account deficit of 8 per 
cent of gross domestic prod- 
uct. As then, it has had to 
abandon a peg ag ains t the 
US dollar. As then, an over- 
extended banking system is 
exposed to collapsing debt 
As then, the regional eco- 
nomic superpower fears the 
consequences. As then, 
there is the risk of a conta- 
gious spread across the 
region. 

Yet these parallels must 
not be exaggerated. Mexico 
has been struggling to 
become what Thailand 
already is - one of the 
world's most dynamic and 
successful economies. Back 
in 1970, Mexico's real 
income per head (at pur- 
chasing power parity) was 
some 2.4 times more than 
that of Thailand. By 1995. 
Thailand's real income per 
head was nearly 20 per cent 
higher than Mexico's. 

In 1995. Mexico's gross 
domestic savings were 19 
per cent of gross domestic 
product; Thailand's were 36 
per cent Mexico's debt ser- 
vice was 24.2 per cent of 
exports; Thailand's was 109 
per cent. Private nan-guar- 
anteed debt was only 11 per 
cent of Mexico's total debt: 
it was 37 per cent of Thai- 
land's. Mexico’s exports of 
goods and services were 25 
per cent of GDP; Thailand's 
were 42 per cent Between 
1990 and 1995, the volume of 
Mexico’s exports grew at 
14.7 per cent a year, Thai- 
land's grew at 21.6 per 
cent 

Thailand could still 


finance one of the highest 
rates of investment in the 
world without a cent of net 
capital inflow. One year of 
import stagnation and one 
year of export growth at its 
rate in the first half of the 
1990s would close the cur- 
rent account deficit. 

It would be Just as reason- 
able to compare the cur- 
rency turmoil in east Asia 
today with the disintegra- 
tion of the hard exc hang e 
rate mechanism of the Euro- 
pean Monetary System 
between September 1992 and 
August 1993. In Europe, Ger- 
man unification made the 
ERM unworkable. In east 
Asia, it has been the gyra- 
tions of the dollar against 
the yen. Just as many now 
call the sterling devaluation 
of September 16 1992 “white 
Wednesday”, so people are 
likely to see the decisions by 
the Thai and Philippine 
authorities to float their 
currencies as the beginning 
of recovery. 

Yet even if this turmoil 
will seem, in retrospect no 
more than a blip on the path 
of rapid east Aslan eco- 
nomic growth, it is impor- 
tant to learn its lessons. To 
do so one must try to under- 
stand what has happened. 

East Asian developing 
economies grew very rap- 


idly during the recession in 
the high-income countries of 
the early 1990s. Between 
1990 and 1995. for example, 
average annual growth was 
1 per cent in China. 8.7 
per cent In Malaysia, 8-4 per 
cent in Thailand, 8.3 per 
cent in Vietnam, 7.6 per 
cent in Indonesia and 7.2 per 

cent in South Korea. 

Regional growth was 
impervious to developments 
in the high-lncome coun- 
tries partly because of the 
dynamism of tntra-regional 
trade. Since the mid-1980s, 
roughly half of the Increase 
in the exports of east Asian 
economies went to one 
another. 

A big stimulus to exports 
from east Asian developing 
countries was the decline in 
the US dollar against the 
Japanese yen. For Thailand, 
with an exchange rate 
pegged against the US dol- 
lar, this meant greater com- 
petitiveness in both the Jap- 
anese market and against 
Japan-based production in 
third markets. 

Very high economic 
growth makes an economy a 
honeypot for the lending 
bees. With a fixed exchange 
rate and eroding controls on 
capital flows, the authorities 
can halt neither domestic 
credit expansion nor the 


Thailand: test growth and huge deficits 
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capital Inflow. Thus, in its 
latest annual report, the 
Rank for International Set- 
tlements states that In the 
early 1990s Asia experienced 
"an extraordinary expan- 
sion in the ratio of bank 
credit to GDP that has no 
recent parallel in the indus- 
trial countries". 

In Thailand, the ratio to 
GDP of bank credit to the 
private sector rose from 28 
per cent In 1980 to 89 per 
cent in 1995, much of this 
coming in the first half of 
the 1990s. But Thais were 
not content with bor r o win g 
at home. Companies and 
individuals owe more than 
$70bn abroad, a sum equal 
to about half the country’s 
economic output 

In Thailand, as elsewhere 
in east Asia, difficulties 
began with the export slow- 
down last year. For this 
there were three main 
explanations: an 18 per ww* 
real appreciation of the baht 
against the yen between 
1995 and 1996; the worldwide 
slowdown in exports of elec- 
tronics; and, more impor- 
tant for Thailand, a deterio- 
ration in its competitiveness 
in traditional labour-inten- 
sive exports as real wages 
rose 45 per cent between 
1990 and 1994. 

Deteriorating export per- 
formance and slower eco- 
nomic growth made the cur- 
rent account deficit look 
unsustainable. As the bears 
rushed for the door, the 
Thai authorities raised 
interest rates to protect the 
exchange rate; by early 1997 
real interest rates were 
above 8 per cent. The 
impact of high real interest 
rates on financial stability 
ultimately persuaded them 
to abandon the peg on July 
2. 

This pattern is quite 
familiar as is the contagion 
that is now spreading 
through the region from the 
most vulnerable to the 
slightly less vulnerable For 
Europe in 1992 and 1993, 
read east Asia in 1997. Thai- 
land and the Philippines 
have conceded defeat Mal- 


aysia is under attack. But, 
at worst, currencies will 
float freely for a while. In 
time the Strong fundamen- 
tals of east Asian 
will reassert themselves. 

What are the broader 
implications of this episode? 

First, fixed exchange rates 

are particularly problematic 
for economies that are vul- 
nerable to shifts in 
exchange rates between two 
or more significant curren- 
cies. Unless it can make a 
success of a currency board, 
a country should either float 
freely or fix against a cur- 
rency basket with sensible 
weights for the currencies 
that matter to it and a big 
enough fluctuation margin 
to give some interest-rate 
autonomy. 

Second, financial instabil- 
ity and market economies 
go together like a horse and 
carriage. Look at the num- 
ber of hanfcmg crises that 
have afflicted high-income 
countries over the past two 
decades. But this is 
particularly true in fast- 
growing economies with 
mollycoddled banking 
systems, inexperienced reg- 
ulators and sudden access to 
world financial markets. 
Merely deregulating such a 
financial system is not 
reform. It is a recipe for 
disaster. 

Finally, those directly 
engaged in the financial cri- 
sis - borrowers and lendos, 
foreign and domestic, finan- 
cial and nan-financial - will 
learn only if they confront 
its consequences. The gov- 
ernment’s responsibility is 
not for individual borrowers 
or lenders, but for the finan- 
cial system as a whole. Simi- 
larly, the job of interna- 
tional financial institutions 
is to minimise the costs of 
adjustment for the popula- 
tion at large. 

Eat* episode of instability 
serves as a salutary warning 
that what is fashionable 
today is quite likely to be 
unfashionable again tomor- 
row. The more regularly 
people are reminded of this, 
the better. 


Bullies in the 

boardroom 

British rhetoric about employees being vital 
assets is ringing hollow, writes John Plender 


After years of downsizing, 
de-layering and reengineer 
ing, a punch-drunk British 
workforce hardly looks 
ready for. a return to con- 
frontational industrial rela- 
tions. Yet the strike at Brit- 
ish Airways, complete with 
management pressure and 
inter-union rivalry, raises 
questions. Is flits the first 
sign of a shift in power back 
to the workers as labour 
market conditions tighten? 
And have managers become 
complacent in their attitudes 
to the workforce? 

The British Airways saga 
admittedly looks more of a 
throwback than a forward 
indicator. Most occupants of 
British boardrooms would 
reject charges of compla- 
cency or macho manage- 
ment Yet there is evidence 
that business leaders are 
foiling to cany employees 
with them as they continue 
to restructure. The standard 
rhetoric about “empowered” 
employees being vital corpo- 
rate assets rings increas- 
ingly hollow. 

Consider recent data from 
International Survey 
Research (ISR), a consultant 
whose employee opinion sur- 
veys cover 450 companies in 
18 countries. Some findings 
in its latest survey, such as 
the free-fall in feelings of 
employment security 
throughout Europe, are pre- 
dictable enough- Nor is it 
surprising that stakeholder 
type economies such as Swit- 
zerland, Norway and the 
Netherlands tend to have the 
most contented workforces. 

The UK’s ignominious 
position - second only to 
Hungary at the bottom of 
the league for employee sat- 
isfaction - will no doubt be 
dismissed as British workers 
enjoying a moan. And the 
fact that UK management is 
judged less favourably by 
employees than managers 
elsewhere will prompt a sim- 
ilar response. 

Yet when ISR's work is 
looked at over a period of 
years, it is less easily 
brushed aside. Take the pro- 


gressive collapse in the 
morale of the UK workforce 
since 1990. The trend is odd 
because it defies the logic of 
the economic ' cycle. Recov- 
ery has brought deteriora- 
tion, not improvement. 

Also odd is the workforce's 
view of management At the 

depths of the recession ear- 
lier in the decade. UK 
employees, though dissatisf- 
ied, were still taking a 
favourable view of their 
managers compared with the 
rest of Europe. Today, in 
spite of a marked increase in 
the rate of UK earnings 
growth, disillnslonment 
appears total. 

The clue comes with the 
ISR survey published at the 
end of 1995. This revealed 
that UK worker attitudes 
had suffered "the most pre- 
cipitate decline" of any 
European country over the 
previous 10 years. Motiva- 
tion and commitment to the 
company were lower even 
than in the strife-tom days 
of the mid-1970s. 

The timing is significant 
because this was the first 
survey after the notorious 
British Gas annual general 
meeting at which the invest- 
ment institutions sanctioned 
a much-increased pay pack- 
age for the company's chief 
executive, Mr Cedric Brown 
- this when profits were 
down, customer service was 
deteriorating and employees 

The ISR survey 
revealed that UK 
worker attitudes 
had suffered 'the 
most precipitate 
decline 1 of any 
European country 
over the previous 
10 years 


were being shed in large 
numbers. 

The message is clear 
enough. Far from being a 
little local -difficulty in the 
privatised utilities, the -fat 
eat" pay saga had a much 
wider demoralising Impact 
which is still being felt 

It does not follow that 
British workers are about to 
take to the picket lines en 
masse. As long as insecurity 
is endemic, and the main 
legislative reforms of the 
past 18 years remain Intact, 
the »nipre will not resume 
their former mantle. Nor 
does the government of Mr 
Tony Blair, a friend of BA 
chief executive Mr Bob Ayl- 
ing, appear keen to take an 
active role in the dispute at 
the airline. 

The more practical conclu- 
sion is that business does 
have a problem of legiti- 
macy. There is much talk 
about a new psychological 
contract, whereby compa- 
nies ten employees they can 
no longer offer security but 
win offer training in lieu to 
enhance employability. 

There is also a view that 
employee s&tisfectlon is a 
key performance indicator. 
Yet surveys show that work- 
ers feel diminishing loyalty. 

In effect, a contract which 
views the employee as both 
an asset and a cast has on 
innate tension. If it operates 
against the background of 
ever-widening pay differen- 
tials between shopfloor and 
board, or runs into the BA 
style of management, it may 
become untenable. 

There Is a growing recog- 
nition among economists 
that trust is a valuable com- 
modity. At national level - 
as in the stakeholder econo- 
mies mentioned earlier - it 
can enhance growth. When 
it exists between the various 
stakeholders In a business It 
reduces costs and enhances 
competitive advantages. 

If British business wants 
to achieve the highest stan- 
dards on a sustainable basis, 
it badly needs to absorb this 
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vice and cost-efficient operations that is 
making Madeira’s new international 
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Bigger not better in financial regulation 


From Mr Miguel N. ArroUo. 

Sir. Henry Kaufman’s 
article "A safe and sound 
system" (July 7) was excel- 
lent However, I disagree 
with its main conclusions. 
Yes, globalisation of finan- 
cial markets has come, hand 
to hand, with securitisation, 
increase of derivatives, and 
other factors which, appar- 
ently, add up to the toner 
instability of finance. 

But is this sufficient to 
explain the most serious 
incidents of instability to the 
recent years? Not mentioned 
was an additional cause of 


instability of the markets: 
the flood oF national debt in 
recent years, which to the 
EU amounts to more than 70 
per cent of gross domestic 
product 

Another important factor 
- the huge fluctuation of 
world money supply - is 
mentioned, but apparently 
no <me is responsible for it 
Now we are living to a 
period of very cheap money, 
whose effects are leveraged 
by a period of optimism and 
low money demand, without 
winch frmriflpiPwtgTs , as yon 

say to your leader "An 


emerging bubble" (July 10 ). 
My opinion is that some cen- 
tral banks should have 
reacted some time ago to get 
a soft landing. But central 
banks seem to watch only 
consumer and other flow- 
prices indices, and neglect 
other clues, like asset prices. 
The recent experience of the 
speculative bubble and sub- 
sequent crash in Japan (by 
the way, a country with 
hi g hl y regulated finance) 
should have been an exam- 
ple, but it was not 
Taking this into account I 
believe that it is quite haz- 


ardous to propose that gov- 
ernments and central banks 
that have not been able to 
keep their own finance 
house to order should be 
empowered to supervise 
financial stability at an 
international level, i do not 
understand why so many 
people believe that institu- 
tions which do not work at a 
national level will work if 
their power is transfered to 
an international one. 

Miguel N. ArroUo, 

Uruguay S, 

Madrid 28016, Spain 


Question marks that hang over euro 


The middle 


From Mr Richard A. Werner. 

Sir, Professor Paul De 
Granwe rightly argues (“The 
credibility deficit”, July 11) 
that fears about weakness of 
the euro should not be based 
on an arbitrary 3 per cent 
deficit hurdle. He correctly 
points out that other factors 
determine exchange rates. 
Indeed, the exchange rate is 
a function of economic per- 
formance and m on etary pol- 
icy. His conclusion however, 
that “one can be confident 
that the euro will not lose its 
purchasing power faster 
than the D-mark”, does not 
follow. Certainly not from 
the chart he musters to sup- 
port of his argument accord- 
tog to his figures, the 
D-mark appreciated by about 
120 per cent from 1970 to 

1996, while the majority of 

European currencies depreci- 
ated by double digits. 

We are reminded of two 
things: 

• Since the euro will pre- 


vent any further apprecia- 
tion of the D-mark against 
European currencies, which 
would likely happen other- 
wise, it can only be weaker 
than a fixture D-mark would 
be. 

• The chart shows which 
currency the markets have 
already chosen as their 
favourite European cur- 
rency: the D-mark. The prize 
for successful PR goes to 
Brussels for selling to the 
European public as the 
introduction at a European 
currency what amounts to 
the abolition of the de facto 
European currency. 

Any arguments in favour 
of the euro are steeped to 
contradictions- If the Bund- 
esbank's policies can be rep- 
licated easily by other cen- 
tral banks, why have they 
not done so in the past? Why 
have they instead been 
forced to peg theirs to the 
Bundesbank? Why not, then, 
stick to the D-Mark? Or is 


the euro perhaps about dilut- 
ing the influence of German 
mon et ary policy? If so, then 
how can the euro be as 
strong as the D-mark? 

Thus, if the euro is intro- 
duced for economic reasons, 
it does not make sense. And 
if it is introduced for politi- 
cal reasons, then the eco- 
nomics is worrying. And, 
Indeed, the politics as well - 
why hand an unprecedented 
degree of centralised control 
over the welfare of the entire 
European region to a small 
number of unelected people? 
Where are the checks and 

balances? Currently, coun- 
tries at least can opt out if 
they don't want to follow the 
Bundesbank policies. 

Richard A. Werner, 
drief economist, 

Jardtoe Fleming Securities 
(Asia), 

Tomato Setmei Building, 

1-1-7 Uidusaiwai-cfao, 

Tokyo 100, Japan 


misses out 

From Mr Kenneth Armitage. 

Sir, Lucy Kellaway 
(“Smile, visit the bookshop 
and learn how to be cool", 
July 14) suggests that. “If 

work structures really were 
flat and if employees really 
were organised to teams", 
then companies might work 
more closely together. The 
real point is, surely, that if 
flatter management struc- 
tures make companies more 
egalitarian then it naturally 
follows that flatter pay 
Structures should be the 
norm. 

In reality, the current 
system appears designed to 
reward only the upper eche- 
lons and, usually, at the 
expense of middle manage- 
ment. 

Kenneth Armitage. 

6 Debden Valley Drive. 
Kesgrave, 

Suffolk IPs 2FB, UK 


EU has conceded moral ground on jurisdiction over Boeing 


From Dr JGrg 
8chbnmetofenni&. 

Sir, The European Com- 
mission. to flatly rejecting 
Boeing's proposal of an inde- 
pendent investigation into 
state aid given to aircraft 
manufacturers (“Brussels 
shuns Boeing plea for aid ' 
audit". July 11). has finally 
conceded, any moral ground 
for extending its jurisdiction 
beyond the EU by trying to 
reject the Boeing/McDormell 


Douglas merger. It never had 
an economic case either. 

While European aircraft 
industries - via Airbus and 
the Eurofighter - had begun 
to consolidate long ago, the 
US is only following now. 
The reason is easy to see. 
Due to its large development 
- Le. fixed • costs, any domes- 
tic market for passenger air- 
craft is a natural monopoly. 
One competitor may survive, 
while two cannot As a con- 


sequence, either they merge 
or at least one of them will, 
sooner or later, have to be 
balled out by the govern- 
ment Anyway, it would be 
an economic waste. Simi- 
larly, it is highly unlikely 
that even a global market 
could support more than two 
suppliers, making it a natu- 
ral duopoly. 

In theory, there might be 
an anti-trust case to answer. 
But, as especially the UK 


experience shows, the costs 
or managing artificial mar- 
kets such as those created in 
the National Health Service 
or the privatised rail tortus- 
of ten outweighs the 
welfare loss that would arise 
“■om a monopoly. 

JfirgSchimmdpfennig, 

of economics. 

2?«X? ck University. 

0^*9069 OsuabrQcfc, 
Germany 
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Global risks 
in banking 


Central bankers around the 
world are becoming nervous 
and their concerns are not con- 
fined to the current •ffrwmci ial 
turmoil in Asia. The recent 
annual report from the Bank for 
International Settlements (BIS), 
the central bankers’ b ank, wor- 
ries that the frothtoess of mar- 
kets could have systemic conse- 
quences. The state of the 
international payments pna set- 
tlements systems is a continu- 
ing focus of BIS concern. 

These remarks came after Mr 
Alan Greenspan’s comments 
about Irrational exuberance in 
markets. And they tmbnprf ear- 
lier strictures horn Mr Gerald 
Corrigan, a former head of the 
Federal Reserve Bank of New 
York, who warned that the 
growing complexity and integra- 
tion of financial flows would 
make it much harder to manage 
shocks such as the 1987 stock 
market crash. 

Now comes a report from the 
Group of Thirty, a top financial 
think tank, which explores the 
scope far Thniting systemic risk 
in a world where the larger 
financial institutions and mar- 
kets have outgrown national 
accounting, legal and supervi- 
sory arrangements. Improvised 
crisis management. It argues, 
will become more difficult 
against that background. 

Amid all thin concern, prac- 
titioners appear relatively confi- 
dent. A survey in the G30 report 
shows that while leading global 


Gene patents 


European par linmen+srinnc will 
today debate gene patenting. 
Tomorrow they vote on a direc- 
tive that would harmonise gene 
patent rules across the Euro- 
pean Union. A vote against 
could tempt some of Europe’s 
fastest growing high-technology 
businesses to shift resources to 
the US where such patenting is 
taken for granted. 

A vote in favour would anger 
environmentalists, church lead- 
ers and a significant number of 
EU citizens who fear that life 
itself is becoming a commodity. 
Yet this is the choice parliamen- 
tarians must make. 

Europe’s gene patent rules are 
a mess. The European Patent 
Office grants patents on genes, 
but EU member states’ patent 
offices need not The directive 
harmonises the rules in favour 
of allowing gene patents. Its 
opponents argue that patents 
are intended to protect Inven- 
tions. not discoveries. Since 
genes exist anyway, they are 
discoveries. Indeed, if they 
belong to anyone, they belong 
to us all 

Rightly or wrongly, patent 
offices have long ignored this 
argument Many drugs are iso- 
lated from natural sources. and 
are as patentable as those syn- 
thesised In the lab. The point is 
that a patent can be granted 
only if there is an "inventive 
step” involved. Far example, a 
gene per se cannot be patented; 
some aspect of its function at 


application has to be new know- 
ledge. It is essential that patent 
offices observe this rule; with- 
out it, gene patenting would 
clearly be objectionable. 

Opponents also say that 
patents stifle research by keep- 
ing knowledge proprietary. This 
is partly true. Only non- 
commercial research can con- 
tinue on patented things. But 
wealthy pharmaceutical and 
biotech companies are increas- 
ingly contributing to academic 
research funding- Research with 
no commercial input is increas- 
ingly hard to find. 

However, the effects of this 
are limited. Patenting makes 
public what could otherwise be 
kept aecret.The courts could ! 
enforce a generous interpreta- 
tion of what counts as commer- 
cial research so as to encourage 
academic work. And patents 
last 20 years, not forever. 

• On the other hand, gene 
research has clearly made the 
most progress in the US and UK 
where patenting genes is 
straightforward. Drugs compa- 
nies In Germany and Switzer- 
land, where environmentalists 
are strong, cany out most of 
their gene research abroad. 

A vote against the directive 
would leave the current patch- 
work of patent rules in place. It 
would not resolve any of the 
moral issues. But it would make 
the US the first choice for pri- 
vate sector medical research, 
and Europe would be the loser. 


Arm’s length 


The fuss over Lord Simon’s 
holding of BP shares highlights 
the wider issues of relations 
between business people and 
government Lord Simon, minis- 
ter for trade and competitive- 
ness, resigned as chairman of 
BP to take the job and put most 
of his assets into a blind trust 
But outside the trust he retains 
ram worth of shares in his old 
company. This has provoked 
Conservative claims of a con- 
flict of interest 

Labour says these claims are 
sparked by jealousy that so' 
many senior business people 
have agreed to help the govern- 
ment They include Mr Martin 
Taylor or Barclays, Sir Peter 
Davis of Prudential, and Mr 
Chris Haskins of Northern 
Foods, all of whom are chairing 
advisory committees. More' 
widely, the government is rely- 
ing heavily on partnerships 
with business In areas from pri- 
vate ff^nneing for infrastructure 
to unemployment policy. 

It Is perfectly proper for a gov- 
ernment to invite a business 
leader to switch to a political 
career. This requires careful 
handling of the potential con- 
flicts, however, and Lord Simon 
might have done better to 
address the Issue directly at an 
earlier stage. Though he has no 
involvement in energy policy, 
BP is so intimately entwined 
with the British economy that 
his continuing interest fn BP 
shares inevitably exposes him 
to criticism. This controversy 
i also highlights the fact that the 


skills required for success in 
business are very different from 
those needed in politics. 

A different, equally proper, 
relationship is one where the 
government asks business 
people to advise It on specific 
issues. Both sides should be 
aware, however, of the potential 
dangers. Business people can 
usefully provide detailed, advice j 
on twnhrricwl issues; or an how 
to achieve a clearly specified ! 
objective. What they cannot do, , 
however much governments 
might wish it. Is solve intracta- 
ble political issues. Mr Taylor 
and Sir Peter Davis - venturing 
into the tricky areas of employ- 
ment and welfare - must hope 
they do not find out the hard 
way tbqt. advising governments 
can be a thankless task. 

The potential for mischief is 
greater in the partnerships 
between government and busi- 
ness that Labour espouses so 
energetically. It is in the public 
interest for the two sides to 
operate at arm's length. In some 
such as private fi nan ce of 
infrastructure, the interests of 
taxpayers and business are 
opposed, since every extra 
pound spent on a project comes 
from the public purse. More 
generally, the country would be 
.best served by maintaining 
dear, separation between the 
private interests of shareholders 
and the public good. Sometimes 
these will run together; some- 
times they will be distinct It 
does so one any favours to pre- 
tend they are identical. 


One-sided marriage 

The merger of Morgan Stanley and Dean Witter adds more to 
the retail arm than to the investment bank, says Tracy Corrigan 

M r Philip Purcell, 


institutions put the likelihood of 
a serious disruption of the inter- 
national financial system at one 
in five over the nest five years, 
they see no threat to their own 
survival or that of their 
counterparties. Any shock is 
not expected to spread far 
beyond the point of impart. 

Yet this looks complacent. 
Few institutions in the survey 
could assess risk on a global 
basis at the push of a button. A 
large minority did not stress- 
test risk management systems 
adequately. All worry about the 
consequences of a settlement 
system becoming fouled up. 

The GSO's recommendations 
for agreed global rules fra: better 
risk management command 
respect. Inevitably there will be 
difficulties: in countries with 
several supervisory bodies it 
may be difficult to agree cm a 
single national coordinator to 
oversee global institutions. 

A more fundamental point Is 
that if the potency of supervi- 
sion is heavily eroded in today’s 
complex global markets, a much 
bigger cushion of capital Is 
needed than practitioners are 
prepared to admit. The snag is 
that it is difficult to persuade 
banks or governments of the 
case before a crisis has made 
the need for more capital obvi- 
ous. Since many global players 
are likely to be deemed too big 
to fail if threatened with insol- 
vency, taxpayers of the world 
are heavily at risk. 


M r Philip Purcell, 
chairman of the 
newly merged 
Morgan Stanley, 
Dean Witter, Dis- 
cover, may be getting a taste for 
standing ovations. That Is cer- 
tainly the reaction he got when 
he walked Into the first of his 
regular meetings with Dean Wa- 
ter’s retail brokers following Feb- 
ruary’s announcement of a 
merger with Morgan Stanley, the 
US investment hanv 
The creation of a financial ser- 
vices powerhouse to rival Merrill 
Lynch by marrying an Invest- 
ment bank that produces securi- 
ties with a brokerage that sells 
them seems to have pleased the 
sales force. "The brokers love it," 
says Mr Purcell, who as chair- 
man of Dean Witter Discover, 
America’s third largest broker- 
age, helped instigate one of the 
biggest financial couplings In 
history. 

The reason for their enthusi- 
asm is that the merger, finalised 
on May 31, has helped tbw» do 
their jobs better, according to Mr 
John Mack, Morgan Stanley Dean 
Writer's chief operating officer. 
Morgan Stanley's investment 
hawMnp business provides Dean 
Witterts brokers with more secu- 
rities and better research on com- 
panies and markets, while its 
fund manag ement arm manufac- 
tures additional in v estm en t prod- 
ucts for them to saD. 

The US retail business has 
been booming for some time. 
Last year, mutual funds took in a 
total of $32A9bn (£l92bn) of net 
new cash - $l00bn more than the 
previous record. Dean Witter’s 
retail network had been success- 
fully harvesting more thaw its 
share of that growing market. 
But it bad a handicap: most of 
the securities it distributed were 
originated elsewhere, by the 
investment banks, such as Mor- 
gan Stanley and Goldman Sachs, 
which dominate the underwriting 
market 

Dean Witter "had been doing 
well [before the merger!" accord- 
ing to Mr Raphael Soifer, finan- 
cial services analyst at Brown 
Brother Harriman. But the 
increasing dominance cf securi- 
ties underwriting by a small 
number of firms posed a threat to 
"the future of [retail] firms with- 
out product,” he says. "On a 
long-term' basis. Dean Witter 
probably. did need to do some- 
thing." . 

Prior to the merger, Dean Wit- 
ter underwrote scone securities. 
But even in so-called “retail prod- 
uct” areas - typically invest- 
ments earning a relatively high 
income such as utility stocks, 
real estate investment trusts and 
preferred stock - Dean Witter 
tended to have only a' minor 
underwriting role. 

Since the merger, according to 
Mr Purcell, the firm has started 
to arrange such deals thanks to 
Morgan Stanley’s Investment 
banking prowess. Morgan Stan- 
ley Dean Witter last month 
arranged a global $4ZQm deal for 
FelCor, a real-estate investment 
trust Not only did it wrest the 
mandate from Smith Barney, but 
it was able to sell more than 30 
per cent of the deal through Dean 
Witterts retail distribution net- 
work. 

More important still, Morgan 
Stanley is regularly involved in 
deals previously beyond Dean 
Witter’s reach, such as foreign 
privatisations. Such securities 
can now be offered to Dean Wit- 
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ter retail clients. Furthermore, 
Dean Witteris 9,000 account exec- 
utives or brokers can now plug 
into Morgan Stanley's vast net- 
work of research analysts; Mr 
Purcell admits they previously 
had “ limit ed access to research”. 
Dean Witter’s analysts only cov- 
ered the US market, leaving sev- 
eral vital industries, such as 
technology, completely ignored. 

The stated aim of the Dean 
Witter Morgan Stanley merger 
was always to increase revenues, 
not to cut costs. In the event 
fewer than 250 jobs, from a total 
of 40,000. were lost There was 
virtually no overlap, says Mr 
Mack. “These are different busi- 
nesses.” 

The retail business is the obvi- 
ous target for earnings growth, 
says Ms Salhe Krawcheck, securi- 
ties industry analyst at Sanford 
Bernstein- “Ifaey are taking bro- 
ker productivity up with a 
broader range of products, they 
are retaining the best brokers, 
and they are getting in great new 
brokers,” she says. 

With 9,000 brokers. Dean Wit- 
ter was already the fastest-grow- 
fng US brokerage, according to 
Mr PurcelL Last year alone it 
added 500 new account execu- 
tives. But as a result of the 
merger, he says, the pace of 
growth can be accelerated dra- 
matically; he expects to add 750 
account executives this year, 
largely by reducing staff turn- 
over. 

“It’s now very difficult to 
recruit an account executive 
from Dean Witter," he says. 
Before the merger, rival firms 
"could offer more product or 
maybe better research” - as well 
as more money. 

On the other hand, investment 


banking earnings, where indus- 
try revenues have been stagnant 
after a bumper year, will be vir- 
tually flat says Ms Krawcheck. 
The question, then, is not what 
has Morgan Stanley done for 
Dean Witter, but what can Dean 
Witter do for Morgan Stanley? 

Not surprisingly, Mr Purcell 
and Mr Mack claim the invest- 
ment bankers are as enthusiastic 
as the brokers. “We were sure 
we’d get more underwritten 
equity product, but we have done 
double the sales in June that we 
did [a year ago] and it will be the 
same in July." says Mr Mack. 

Some observers are less sure of 
the benefits to investment bank- 
ing. “The part [of the merger 
story] that is convincing is the 
ability of the Dean Witter sales 
force to sell Morgan Stanley 
investment management prod- 
ucts," says Mr Soifer. But in 
investment banking, he argues, 
the impact is “smaller and more 
spotty”. 


A t a pinch, the merger 
may benefit Morgan 
Stanley’s deal-pulling 
ability in certain mar- 
kets such as preferred 
stock and municipal bonds. But, 
says Mr Soifer. in most markets 
Goldman Sachs - a leading US 
investment bank with no retail 
distribution network - has “no 
trouble distributing [securities] 
and neither did Morgan Stanley 
before the deal". 

According to an investment 
banker at a rival firm, Morgan 
Stanley's investment bankers 
“barely acknowledge that [the 
merger] has happened". Morgan 
Stanley “prides itself on its tradi- 
tion and pedigree”, he says. Us 
bankers are not keen to be asso- 


ciated with a retail brokerage 
firm which they consider to be 
down-market. Significantly, the 
name used by the M&A advisory 
business is still Morgan Stanley. 

Morgan Stanley's 250 private 
client brokers - who deal only 
with the very rich - are not 
pleased that 9.000 brokers can 
now say they are from Morgan 
Stanley Dean Witter. Rivals say 
there have been several depar- 
tures of disgruntled brokers, but 
Morgan Stanley says only one 
senior person has left 

Nonetheless, there are signs 
that, in spite the fairly smooth 
integration and limited job 
losses, the merger may not be 
immune to the culture clashes 
that have plagued previous cou- 
plings of investment banks and 
brokers. Such conflict was most 
evident in the aborted union of 
Shearson and Lehman Brothers. 

If Morgan Stanley’s Investment 
bankers are not euphoric, share- 
holders have reason to be 
cheered. Ms Krawcheck believes 
the merged company will see 
double-digit earnings growth. It 
will also have “a more stable 
earnings base than Merrill 
Lynch” because of its additional 
diversification through the Dis- 
corer credit card business. 

The Discover credit card fran- 
chise of 48m cardholders, built 
from scratch in 10 years, is the 
last part of the equation. Last 
week. Mr Purcell said be was 
considering launching a direct 
banking business under the Dis- 
cover name. The firm’s internet 
broking business recently 
changed its name to Discover 
Brokerage Direct after research 
showed the Discover brand has 
the strongest appeal to cost-con- 
scious customers. There has also 
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Left turn? 

■ Will Bfld-Zeitung, Europe's 
biggest-selling daily newspaper, 

. end its long-standing support for 
Chancellor Helmut Kohl? 
Springer Vertag, the paper’s 
owner, has announced that Bild 

political editor Kai Diekmann, 
who's close enough to Kohl to 
hare co-written a book with him, 
is going off to head the group's 
unloved foreign news service, 
which isn't widely seen as a 
strong career move. 

So loyal has the paper been to 
Kohl's centre-right government 
that it recently turned down an 
advertisement from a pressure 
' group protesting against a single 
European currency. German 
media-watchers wonder whether 
Bild may emulate Rupert 
Murdoch’s Sun, the top-seflmg 
UK tabloid, which switched its 
noisy loyalty to the centre-left to 
thiq year’s general election. 


Wrong number 

■ Israel's former Labour 
go v ern m e n t had promised 
employees of Israel's 
State-owned Bezeq telecoms 
outfit a slice of any public 
offering. So yesterday's private 
placement of 12J5 per cent of the 
company with Merrill Lynch 


came as a bit of a shock. Bad 
enough worrying about 
redundancies as new 
management takes over without 
losing a stake in the new 
private-sector future. 

As irritated staff pulled the 
plug on services and repairs, 
Tzippi Livni, the official in 
charge of the government’s 
privatisation agency, made a 
new pledge. The workers would 
reap rewards when the next . 
tranche of shares - 11.5 pa- cent 
- was sold later this year and, 
yes, it would be a public 
offering. She promised. Bezeq 
workers are sending a delegation 
to Jerusalem- Just to make sure. 


Tongue twister 

■ It can't be much fun being 
interpeter fra - US Secretary of 
State Madeleine Albright, who’s 
a bit of a linguist. Trying to 
interpret into Czech, her native 
language, must be a nightmare. 

Observer feels sorry for Ivo 
Reznick, the State Department 
interpreter assigned to AUbright 
for yestea-day's visit to her 
birthplace. Prague. No 
interpreter was needed in 
Albright’s talks with Czech 
President Vaclav Havel, but 
during their joint press 
conference afterwards, she 
corrected Reznicksharply three 
times before he gave up and. left 
the whole shooting match to 
Havel’s Czech interpreter. 


been talk of selling investment 
products under the Discover 
brand, though analysts point out 
that American Express, when it 
owned Shearson Lehman, never 
managed to exploit the Amex 
brand in this way. 

The credit card business aside, 
the merger of Morgan Stanley 
and Dean Witter was fundamen- 
tally driven by the success of 
Merrill Lynch. Known as the 
“thundering herd", Merrill domi- 
nates both the underwriting and 
brokerage business, and its 
strong retail network has widely- 
been seen as a vital factor in the 
development of its underwriting 
business in the past 20 years. 

But. in spite of repeated efforts 
by the likes of Smith Barney, no 
other brokerage firm has man- 
aged to replicate Merrill's suc- 
cess. The question is whether 
Morgan Stanley Dean Witter has 
succeeded in pulling it off in only 
a few months. “They haven't 
done it; they've [just] set up the 
structure." argues Mr Soifer. 
“The cultural issues will take a 
while to work through", he says, 
referring to the potential clash 
between “star" investment bank- 
ers and retail brokers. 

“One of the things that gets 
lost in history is bow long it took 
Merrill Lynch to build its invest- 
ment hanking business," says Mr 
David Komansky. Merrill's chair- 
man. Mr Komansky nevertheless 
makes it clear he does not under- 
estimate the challenge from the 
newly-merged rival. 

Morgan Stanley, Dean Witter, 
Discover - its unwieldy name 
apart - appears to have the clout, 
the scale, and certainly the ambi- 
tion to challenge the thundering 
herd. Overtaking it may be 
another matter. 


lOO years ago 

Gold Dust In Alaska 
For men with a stem devotion 
to duty, commend us to the 
correspondents of the "Daily 
Mail." One of them cables 
information from New Yak 
concerning the greatest boom 
of the century. Up Alaska 
way. on the Klondike gold 
diggi n gs, wages are $15 a day, 
and “gold dust a mere drug in 
the market" We commend 
that correspondent. Most men 
would have slunk off quietly 
in search of the gold dust and 
left their editors in the lurch. 
He might have become a rich 
man while the miners were 
searching for solid blocks of 
the metal. 

50 years ago 

Re-Fuellixig hi The Air 
On 31st May, Air Vice- 
Marshal Donald Bennett. 

Chief executive of the British 
South American Airways 
Corporation, landed at 
London Airport following the 
first of a series of experiments 
to re-fuelling an aircraft in 
flight His aeroplane, a 
converted Lancaster, had to 
be re-fneDed by a special 
tanker aircraft as it flew over 
the Azores on its non-stop 
4,000 miles journey to 
Bermuda. The process was 
repeated on the return flight 
a total of 3,400 gallons of 


aircraft on the two trips. 
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Bank drops support for currency at level defended for two months 

Kuala Lumpur lets ringgit fall 



By James Kynge 
In Kuala Lumpur 

Malaysia's ringgit yesterday 
became the latest south-east 
Asian currency to buckle 
under speculative attack after 
the country’s central bank 
abandoned support for the cur- 
rency at a level it has defended 
for the past two months. 

The ringgit feD L8 per cent 
to a 16-month low of MJ2.5500 
against the US dollar after the 
central bank offered only 
token resistance to waves of 
selling in early trade, dealers 
said. The currency slipped 
below M$2.52S0, the level the 
bank had defended since a 
speculative attack on the Thai 
baht in mid-May. 


The assault on Asian curren- 
cies which bag seen the Thai 
baht and Philippine peso 
devalued in the past two 
Weeks continued yesterday as 
governments struggled to 
maintain currency values 
against the dollar in spite of 
weak exports growth and fal- 
tering demand at home. 

The Thai central bank inter- 
vened to support the baht, say- 
ing it had fallen too far at Bt3G 
- its lowest level since its 
devaluation. It firmed to close 
at Bt29.90. The Philippine peso 
touched a four-year low but 
recovered before closing at 29 
to the dollar. The Indonesian 
rupiah slid to 2.470 to Lhe dol- 
lar early yesterday before 
recovering to close at 2,450. 


Last week, Indonesia's central 
bank widened the rupiah's 
trading 1 band to 12 per cent 

from 8 per cent, saving it bil- 
lions in its fight to uphold the 
currency. 

In Malaysia, treasury econo- 
mists said it was unlik ely the 
central bank had abandoned a 
trading band for the ringgit. 
This was reinforced by the fact 
that the central bank. Bank 
Negara, had pat a floor under 
the ringgit's slide at MS2JS500. 
In late trading it rebounded 
slightly to about MS2.53. 

Mr Anwar Ibrahim, Malay- 
sia's acting prime minis ter and 
finance mini ster, said that, fol- 
lowing the ringgit's deprecia- 
tion. it was in a "reasonable 
range’*. He reiterated the gov- 


eminent ’s opposition to specu- 
lators and said currency trade 
should reflect what he 
described as Malaysia's strong 
economic fundamentals. 

Economists say Bank 
Negara had abandoned its sup- 
port of the currency at 
MS2.5250 after spending up to 
USS2bn defending it, with little 
sign of deterring speculators. 
Currency observers say the 
weakening of other regional 
currencies over recent weeks 
has enhanced their export 
competitiveness at Malaysia's 
expense, leaving Kuala Lum- 
pur little choice but to let the 
ringgit weaken. 

Ringgit allowed to fall, Page 4 
Martin Wolf, Page 14 


BT faces 
investors 

Continued from Page l 

local telephone business 
would lose S800m rather than 
the planned S-iOOm this year 
and more next BT is looking 
for the resignations of two top 
MCI executives and a re-e valu- 
ation of company strategy. 

Immediately following the 
AGM. Mr Robert Brace, the 
BT director in charge of inter- 
national alliance, will fly to 
Washington to begin a close 
examination of MCTs strategy 
and its problems in breaking 
into the lucrative US local 
telephone market. 

Mr Brace and Sir Peter Bou- 
field, BT chief executive, are 
understood to be taking per- 
sonal charge of the review. 
They will be looking for ways 
In which MCI can gain share 
In the local telephone markets 
without necessarily investing 
an extra S400m a year. 

Questions, meanwhile, are 
being raised about BTs tactics 
and Its role in the crisis. 
“They had better be careful 
about what they are doing to 
morale in this company," said 
Mr Barry Sine, a telecoms ana- 
lyst at SBC Warburg in New 
York. “They should be reward- 
ing these people for taking 
risks, not threatening them 
with the loss of their jobs." 

Other US analysts ques- 
tioned why BT had not real- 
ised sooner that MCI's 
attempts to break into the 
local market would lead to 
bigger losses, as it bad seats 
on the company's board. 

MCI refused to comment 
However, one person close to 
the company said the BT 
directors on MCI’s board “had 
a dear vantage point" of all 
the company's businesses. 

Institutional investors in 
the UK were chiefly concerned 
about management shortcom- 
ings. 

The belief is growing, how- 
ever, that the deal will go 
through. A fund manger said: 
“Our belief is that it would be 
hard for the BT board to go 
back on its original strategy 
to buy MCI. The only question 
that remains is whether and 
how BT can reduce its offer." 


Malaysian group may list 
owner of ‘tallest’ buildings 


By James Kynge 
in Kuala Lumpur 

The company that owns 
Petronas Twin Towers, the 
mirror and chrome office 
blocks in Kuala Lumpur which 
are claimed by Malaysia as the 
world's tallest buildings, may 
come to the country's stock 
exchange later this year in an 
Initial public offering. 

The buildings are 51 per cent 
owned by Petronas, ttae 
national oil company, which 
sees the IPO as a way to help 
the M$2bn tSSOOm) project pay 
for itself. The buildings were 
due to be completed late last 
year and. although sections 
are already being used, the 
structure is unlikely to be 
wholly opened until late this 
year. 

Property analysts said 
delays in the project might 
have pushed up its costs. How- 
ever, when the 8B*torey tow- 
ers open, they will rank as the 
most prestigious and most 
expensive business address in 
Malaysia. 

At 451.9 metres high the tow- 
ers are believed to surpass the 
Sears Tower in Chicago. 
Detractors say that as the 
spires on top of the Petronas 
towers are included in calcula- 
tions, the aerials on top of the 
Sears Tower should also be 
counted, making it taller. 

Mr Azizan Zainol Abidin, 
chairman of KLCC Holdings, 
the Petronas subsidiary which 
owns the towers, said his com- 
pany might be listed on the 
stock exchange’s main board 
towards the end of the year. 
He added that it would not be 
listed under special guidelines 
for infrastructure companies - 
a method that allow concerns 
with no track record to raise 
equity finance. 

The IPO, which has yet to 
receive approval from relevant 
authorities, will be lead-man- 
aged by RHB-Sakura Merchant 
Bank, a local bank. The num- 
ber or shares to be issued and 
the amount of funds to be 
raised bad not been decided, 



Petronas Towers, claimed as the world’s tallest buildings 


Mr Azizan said. 

Malaysia's stock market is 
20 per cent down on its highest 
level of the year. Initial public 
offerings of other infrastruc- 
ture projects, notably the 
Bakun dam, have been post- 
poned because of concerns 
over fading investor support. 

The announcement of the 
offering came as Petronas, 
which is not listed, issued 
results showing a 44.7 per cent 
rise in group pre-tax profits to 
M$12.39bn ($4.95bn) in the year 
to March 31. Group turnover 


rose 29.8 per cent to M32SJ39bn. 
Net profit rose by 7.6 per cent 
to M$7.3bn. 

Mr Mohamad Hassan Mari- 
can. chief executive and presi- 
dent, said: “One of the main 
contributing factors to the 
higher revenue generated by 
Petronas was the increase in 
the crude oil price." 

Exports of crude oil. refined 
petroleum products, natural 
gas, liquefied natural gas and 
petrochemicals contributed 
67.4 per cent of the turnover, 
Mr Hassan said. 
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Europe today 

it will be sunny and warm across 
most of the Mediterranean. Only the 
northern regions of Italy and Turkey 
may have thunder showers. 

Thunder showers will develop across 
Portugal and parts of Spain. It will 
be particularly warm across the 
interior of Spain. 

Most of France, the Benelux and 
southern Scandinavia will remain dry 
with sunny periods. 

The UK will be mostly cloudy with 
outbreaks of rain or showers. There 
will be some thunder showers in 
central Europe and the former 
Yugoslavia. 

Five-day forecast 

Most of the continent will remain 
warm with scattered afternoon 
thunder showers. Italy will become 
unsettled with some thunder 
showers. Elsewhere across the 
Mediterranean, it will continue to be 
mostly sunny and warm. Later this 
week, a high pressure system mil 
buDd across Ireland and will result 
in drier and sunnier conditions in 
the UK. 
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Not DuPed 


Has little ICI pulled a fast one on 
mighty DuPont? The 53bn 
disposal of Imperial Chemical 
Industries' polyester and titanium 
dioxide operations to the US giant 
raises the question. At 1.2 his- 
toric sales, these businesses have 
fetched twice their expected price 
tag. sending ICTs shares op 9 per 
cent. At first sight, DuPont appears 
to have overpaid by nearly siftbn - 
material even for a group capital- 
ised at S36bn. Yet its share price 
hardly budged yesterday. 

But these businesses are worth 
more to DuPont than to ICI. The 
deal consolidates DuPont's leader- 
ship in titanium dioxide, giving it a 
foothold in Europe and a worldwide 
market share approaching 40 per 
cent. In polyester, the ICI 
operations fill gaps in DuPont's 
product range. The US group also 
expects to cut combined costs by 
S150m-S300m. After tax and on a 
price.' earnings multiple of 10, those 
savings could be worth SSOOm- 
Sl-8bn. 

If ICI is selling so well and, yet. 
DuPont is not buying badly, then 
the fault must lie with the initial 
valuation of the disposal candi- 
dates. Clearly, the financial markets 
are badly underestimating the 
prices industrial buyers are willing 
to pay for strategic assets - 
whether to boost their own market 
share, or merely to prevent them 
falling into the wrong hands. Since 
the industry's consolidation has a 
long way to go - ICI itself has £2bn 
of turnover left to dispose of - it 
iooks as if poorly-rated basic chemi- 
cals businesses still have plenty of 
value to unlock. 

BT/MCI 

The British Telecommunications/ 
MCI merger looks increasingly like 
a can of worms. The market is 
clearly expecting BT to extract bet- 
ter terms following MCI's profit 
warning. The British group also 
intends to press for two top MCI 
managers to resign. Maybe its US 
partner will meekly do what it is 
told, but things could easily get 
ugly. 

For a start, there is no agreement 
how bad things really are. On the 
least threatening reading, MCI is 
merely stepping up “investment" to 
crack open the US local market - in 
which case, this could be merely 
paradise postponed. The more wor- 
rying interpretation is that MCFs 
prospects have been permanently 
damaged in both the local and the 
long-distance market. If so, BT will 
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be under enormous pressure to 
renegotiate terms. If BT sharehold- 
ers were, for example, to enjoy the 
same earnings per share next finan- 
cial year as was expected before the 
profit warning, the value of the 
offer would have to fall from $43 to 
about $35 per MCI share. 

But would MCI accept such a 
severe adjustment? Though the 
merger agreement permits renegoti- 
ation in the event of adverse trad- 
ing conditions, MCI might try to 
argue it did not apply because its 
problems are caused by inadequate 
regulation. It could even hit back 
by arguing that BTs position has 
deteriorated thanks to the rise in 
pension costs caused by the recent 
Budget Lawyers would have a field 
day. But if the two companies even 
get as for as threatening litigation, 
the deal is probably dead. 

Golden shares 

Amid all its other troubles. Brit- 
ish Telecommunications is unlikely 
to encounter much opposition 
tomorrow When it seeks sharehold- 
ers' approval to abolish its golden 
share - something the government 
has yet to agree to. Of course, the 
chances of such a behemoth being 
taken over are remote. But suppose 
a bid did emerge: the last thing 
shareholders would want is the UK 
government having the power to 
block it in a flag-waving fit 

Nor should the government be 
keen on such mechanisms, whose 
main practical effect is to cushion 
management from the threat of 
takeover. This is not an academic 
point As last year’s knee-jerk gov- 
ernment decision to prevent a 
Southern Company bid for National 
Power showed, the consequences 


can be very real. Of course, tt is 
only in unusual circumstances like 
BTs that management teams them- 
selves are likely to volunteer the 
removal of a neat protective device. 

What is needed, therefore, is some 
Institutional pressure. Why, blK 
shareholders might usefully ask 
themselves, should they not group 
together and press the remaining 
protected companies to lobby for 
the abolition of such an obvious 
anachronism? With 18 gulden 
shares still remaining, the exercise 
would certainly be worth the 
bother. At the very least, the gov- 
ernment would be forced in con- 
sider whether ii i tally wants these 
rights. And even if it concluded it 
did. there is something to be said 
for all concerned knowing where 
they really stand. 

D-Mark 

More than ever, financial markets 
believe they know Europe's flit ure: 
since the Socialist election victory' 
in Franco, the belief has hardened 
that monetary union will be 
broadly drawn and loosely con 
s trued. Germany, unsurprisingly, is 
seen as the big loser. It has long 
been the benchmark for monetary 
rectitude, but if future European 
policy will be as much Italian as 
German, there is little incentive to 
hold low-yielding Genrum assets in 
the interim. 

The sharp rally in Italian bonds, 
now yielding only 90 busts points 
more than German bunds, from 
over 300 a year ago. confirms the 
point. But the D-Mark has been the 
most conspicuous victim: despite 
supportive moves in long and short 
term interest rate differentials 
against the US. it has fallen to a 
near six-year low against the dollar. 
It may be that so long us inflation ts 
dormant, and a weak D-Mark helps 
prop up growth, the Bundesbank 
will be indifferent to its value. But 
sustained D-Mark weakness is no 
certainty: if the dollar pushes 
through DM1.80. the Bundesbank 
might well feel the need to defend it 
through higher interest rates. 

Even more plausibly, what if the 
audit of French public finances 
shows France missing the Maas- 
tricht criteria by a country mile, 
and doing nothing about it? This 
scenario would dramatically 
increase the risks of Emu being 
delayed, sending investors scurry- 
ing into the D-Mark for safety. Mar- 
kets most vulnerable to a correc- 
tion. such as Italy and France, 
should be treated with caution. 
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IN BRIEF 


Stet to cut calls 
charges by 20% 

Stet, the Italian telecoms carrier ■which will 
operate Retevisifo. Spain's second operator, 
plans to break rival Telefonica's monopoly with 
aggressively priced services. Stet said its 
charges for domestic long-distance a nd interna- 
tional calls would be op to 20 per cent lower 
than those of Telefonica. Page 18 

Spanish consortium wins gas bid 

A consortium led by Gas Natural, the dominant 
B as distributor in Spain, has won an auction to 
buy the two gas companies owned by tin* Brazil- 
ian state of Rio de Janeiro for R$622m (8578m). 
The sale of Companhia Estadual de G&s (CEG) 
and Riog&s is the first privatisation of state- 
owned gas companies in Brazil Page 20 

Internet alliance for Hewlett/AT&T 

Hewlett-Packard and AT&T win collaborate in 
the developm ent and marketing of technologies 
and services that Twafea it easier for businesses 
to build electronic storefronts on tbe Hripmpt 
The alliance reflects the rapidly growing trend 
toward transforming web ffi tgg into online store- 
fronts where visitors can buy products. Page 20 

Assi takes stake In Russian venture 

AssiDomAn, the Swedish pulp and paper group, 
is to take a controlling stake in Segezhabum- 
prom. the R ussian pulp and paper sack com- 
pany it manage and partly owns through a 
joint venture with Daventree, a Cyprus-based 
investment group. Page 18 

GEC-Alsthom unit in turbine deal 

European Gas Turbines, a subsidiary of the 
Anglo-French GEC-Alsthom group, has signed a 
S60m contract to provide two quick-start 110MW 
gas turbine power units to MVM, the Hungarian 
state electricity company. Page 18 

Moody's lowers Bank Austria rating 

Moody's, the international ratings agency, 
downgraded Rank Austria’s long-term credit rat- 
ing. reflecting increasing doubts about the dty 
of Vienna's support for the co un try's largest 
bank. The rating was cut from AAA to AA2. the 
second-highest r anking - Page 18 
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DuPont buys ICI divisions 


Sell-off will 
fund Unilever 
purchase and 
make group a 
product leader 

By Roger Taylor, Ross Reman 
and Andrew Bofger 

Imperial Chemical Industries 
yesterday announced Hm sale 
of its titanium dioxide and 
polyester businesses for $3bn 
to DuPont, the US's largest 
rhgmica ls g rou p. 

The deal is part of ICTs £3 bn 
(f5bn) disposal programme to 
fund its £4Sbn acquisition of 
Unilever’s speciality chemicals 
business. Together they will 
transform the company from a 
bulk industrial che micals 
group into a leader in tbe sup- 
ply of specialised products. A 
new executi ve team will reflect 
tbe changed balance of the 
group, with- Mr Jim Kennedy 
ami Mr John McAdam of Uni- 
lever joining Mr Peter Kirby, 
Mr Rob Margetts and Mr Rich- 
ard Stillwell of Id to bead the 
group's five divisions. 

The company also said pre- 
tax profit s for the first half of 
the year would be about £160m 
down from £367m last year. It 
blamed the strong pound and 
weak chemicals prices. ICTs 
shares rose 69%p to 880p. 

The sale, to be completed 
within nine months, will 
strengthen DuPont’s position 
as the world’s leading pro- 
ducer of titanium dioxide, the 
pigment used in white paint, 
lifting its share of global 
capacity from about 23 per 
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cent to some 35 per cent In 
both titanium dioxide and 
polyester, it hopes a bigger 
market share will reduce cycli- 
cal price fluctuations. 

But analysts said DuPont 
was paying a full price for 
highly cyclical businesses at 
an early stage in their recov- 
ery. The company said the 
cash transaction, which is 
being funded from increased 
borrowing, would dilute its 
1988 earning s per share by 1 
per cent DuPont's shares tell 
$% to $82% in early trading. 

Both companies played 
down fears that the competi- 
tion authorities might inter- 
vene but realised the deal 


would be scrutinised. ICI said 
tbe sale of Its polyester films 
business was the most likely 
to encounter problems but 
added that tbe deal included 
provisions to ensure a sale at a 
good price if this occurred. 

Unions for 2£00 ICI employ- 
ees in the UK businesses to be 
sold to Du Pant said they were 
appalled that ICI would con- 
template such a riw»1 , because 
of previous “broken undertak- 
ings" by the US group. 

They claimed that before the 
1993 sale of ICTs fibre business 
to Du Pont, the US group had 
promised that all sites would 
continue to operate, with no 
job losses. But wi thin 60 days 


Du Pont had announced 860 
job losses with the partial clo- 
sure of a plant at PontypooL 
Mr Charles Miller Smith 
chief executive of ICI. said 
DuPont had invested heavily 
in the former ICI fibres busi- 
ness and tbe employees were 
better off. He said DuPont was 
committed to growth in tita- 
nium dioxide and polyester. 

The sale confounded ana- 
lysts' forecasts that ICI would 
struggle to achieve its asset 
disposal programme. 

Mr David Ingles of HSBC 
James Capel said: “They have 
done well. The have got a bet- 
ter price than expected." 

Mr Miller Smith said the 


company had set itself a target 
of making the disposals in 
three years but had almost 
achieved this in three months. 

Last week it announced the 
sale of its stake in ICI Austra- 
lia for about £lbn which with 
£l20m from property sales 
takes ICI to near its £3bn tar- 
get Tbe sales will allow ICI to 
reduce its borrowings from 
close to £6bn to about £3bn on 
shareholders' funds of £lbn. 

ICI was advised by Goldman 
Sachs and DuPont by BT Wol- 
fensohn. 
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Brunswick 
in Moscow 
link with 
Warburg 

By John Gapper, 

Banking Editor 

SBC Warburg, the investment 
banking arm of Swiss Bank 
Corporation, has taken its 
place in the rapidly growing 
market for Russian equities by 
foaming a joint venture with 
Brunswick Investment, the 
largest independent stockbro- 
ker in Moscow. 

The venture with the local 
firm, founded in 1994 and 
wholly owned by its directors, 
will be called Brunswick War- 
burg. Brunswick’s fund man- 
agement arm will remain sepa- 
rately owned by the local firm. 

Credit Suisse first Boston, 
thfl investment banking arm of 
Credit Suisse, is tbe other 
western investment bank in 
Moscow which combines a 
strong local presence with 
international distribution. 

But other international 
banks, such as JJP. Morgan, 
Morgan Stanley, Merrill 
Lynch. Deutsche Morgan Gren- 
fell atm! Goldman Sachs, are all 
anning to expand their activi- 
ties in Russia, chiefly through 
organic growth. 

SBC Warburg did not dis- 
close the terms of the transac- 
tion, which will give each 
party a 50 per cent stake in the 
venture. Brunswick employs 
about 130 people in Moscow 
and New York, while SBC 
Warburg has an office of 10 
people in Moscow. 

Mr Rodney Ward, chairman 
of wnwg in g markets in east- 
ern Europe, the Middle East 
and Africa for SBC Warburg, 
said Russia -“is one of the most 
exciting places" among emerg- 
ing markets, and the country 
interested many investors. 

SBC Warburg will continue 
to trade and sell Russian 
bonds separately from Bruns- 
wick Warburg, which will 
cover investment banking and 
equities. While Brunswick 
directors would manage the 
company, it would "not be a 
passive investor". 

"We felt that Russia has the 
most potential Of an em e rging 
European markets, and it 
would take too much time to 
build up a business there by 
ourselves in a market that is 
moving extremely rapidly," 
said Mr Ward. 

Mr Gerard de Geer, former 
director of EnskUda Securities 
and Brunswick's chairman, 
mid the venture would pool 
his company's Russian exper- 
tise and corporate client base 
with SBC Warburg’s financial 
muscle and sophistication. 

As a privately owned com- 
pany which does not disclose 
its finances it was not possible 
for us to underwrite a $2bn 
equity issue. Now that w SI be 
perfectly credible.” 


Lufthansa near to sell-off 

Bonn approaches seven banks as it accelerates final privatisation 


By Graham Bowfey , 
infrankftjrt* 

The German g nvw inimnt has 
asked seven international 
banks to put forward proposals 
to arrange the final privatisa- 
tion of its remaining 35.68 per 
cent stake in Lufthansa, the 
German airfine. 

The move to step up talks 
with banks is a sign that the 
government Is accelerating its 
efforts to complete the sale of 
its remaining stake - valued at 
about DM4^bn ($2J7bn) - by 
the end of the year. 

The German transport min- 
istry said the sale would most 
probably take place in October 
or November after a final 
arranger or group erf arrangers 
had been selected. It was not 
clear whether a single bank or 
a group of banks would con- 
duct the privatisation. 

The German finance minis- 


try secured DM2.ibn of the 
proceeds of the planned priva- 
tisation when it placed its 
stake with the Kreditanstalt 
fflr Wiederaufbau, the state- 
owned hank, at the aid of last 
year. 

Analysts expect the final pri- 
vatisation this autumn to raise 
a further DM2.4bn for toe gov- 
ernment 

ABN Amro Rothschild, 
Dresdner Klein wort Benson, 
Deutsche Morgan Grenfell, 
Merrill Lynch, Morgan Stan- 
ley, SBC Warburg and UBS 
would present their proposals 
in Bonn on Thursday, an offi- 
cial said. 

In a separate development, 
the airline yesterday 
announced that Lufthansa Ser- 
vice Holding, its catering divi- 
sion. would seek a stock 
exchange listing next year in 
an inte rnational public offer- 
ing, but it said Lufthansa 


would retain a majority hold- 
ing. 

Analysts said the move to 
list the catering business — 
which commands about a one- 
third market share of the 
in-flight catering market - was 
a big step towards boosting 
shareholder value at the com- 
pany. 

They said the shares of toe 
catering division listed sepa- 
rately would perform better 
than the parent company's 
shares since toe division was 
less capital-intensive, less 
dependent on cyclical factors 
and its costs were more pre- 
dictable. 

“This is significant. It shows 
this company, which is not 


known for its shareholder 
focus, is beginning to extract 
shareholder value," said an 
Industry analyst at a bank in 
London. 

The planned privatisation of 
the government’s remaining 
stake follows the earlier offer- 
ing of the federal government’s 
shares in toe autumn of 1994. 
which shrank Bonn's stake 
from about 52 per cent to 35.68 
per cent That offering, which 
was toe first Goman privatisa- 
tion to use toe book-building 
method of collecting investors’ 
bids, was co-ordinated by 
Dresdner. 

In toe first quarter, the air- 
line reported its first ever first- 
quarter profit of DM20m. 


Emu ‘may 
increase 
chance of 
settlement 
failure’ 

By Edward Luce 

The chances of a 
failure m Use European ^” 

“f?"? COttU rtM sharply 

after the introduction of the 
single currency, according to a 
report by the International 
Securities Markets Associa- 
tion, the trade body. 

Concern centres on the mar- 
ket for repos - agreements to 
sell and repurchase bonds and 
other securities. Isma says 
European governments most 
take urgent action if they are 
to prevent a crisis in the Euro- 
pean repo market after mone- 
tary union begins in 1999. 

This could be caused by a 
failure of the settlement sys- 
tem, through which buyers 
pay and take ownership of 
securities. 

Repos are used by central 
banks to control liquidity and 
to fine-tune monetary policy. 
But toe report says that, after 
toe introduction of Emu. it is 
uncer tain who will be respon- 
sible for managing liqnidity in 
the new European currency in 
an emergency. 

Under the Maastricht 
Treaty, the national central 
banks will retain the status of 
“lender in the last resort" 
within their national bound- 
aries. This will make it very 
difficult for a new European 
central bank in Frankfort to 
co-ordinate action to head off 
a liquidity crunch, according 
to the report 

“It is not clear who will co- 
ordinate the management of 
euro liquidity in a crisis if it is 
not the ECB," it says. 

In addition, differences 
between national legal 
systems and between national 
depositary systems will make 
it hard to prevent a settle- 
ments failure from having a 
knock-on effect This could be 
caused by “weak linkages 
between domestic depositaries 
and toe implicit risk of ripple 
settlement failure across toe 
euro area," says the report 

Other problems which gov- 
ernments “urgently" need to 
tackle include discrepancies 
between market payment 
dates, continuity of contracts 
following Emu and harmoni- 
sation of computer software to 
ensure compatibility between 
national clearing systems. 

The report adds that the 
chance of a software problem 
is becoming “increasingly 
urgent". 


Israel to sell 
Bezeq shares to 
Merrill for $250m 


By Judy Dempsey 
hi Jerusalem 

The Israeli government has 
agreed to sell a 12J> per cent 
stake In Bezeq. toe state- 
owned telecommunications 
company, to Merrill Lynch for 
$250m- The US investment 
hawlc wEQ then sell the shares 
on to other investors. 

The decision comes a day 
after the government con- 
firmed It had postponed a 
planned public offering in the 
telecoms group, scheduled for 
August That sale is likely to 
go ahead late in toe year. 

The latest deal involves Mer- 
rill Lynch buying lft lftm of the 
90.6m tranche of shares at a 5 
per cent discount and tbe 
remainder at market price. 
The price was fixed at Sh k9.79. 
based on last Thursday’s close 
of trading on the Tel Aviv 
Stock Exchange. 

The sale brings the govern- 
ment's stake in Bezeq down to 
63.5 per cent. But Mrs Tzlppl 
Livni, head of the Government 
Companies Authority, charged 
with privatisation, said it 
would saD a further 1L5 per 
emit through a public offering 
this year. The government 
plans to cut its holding to 52 
per cent. 

The deal allows Merrill 
Lynch to seD back to the gov- 
ernment any equity unsold 
before toe end of January. Tbe 
price would be SbkS.79 a share 
plus interest based on labor - 
toe rate at which banks in the 


London market borrow from 
each other. The bank is com- 
mitted to keeping Z5 per cent 

Investors - restricted to 
domestic and European activ- 
ity - will not be allowed to 
build a stake of more than 5 
per cent of the total equity 
without government approval. 

This restriction is designed 
to avoid a repetition of the 
case of Cable & Wireless, toe 
UK telecoms group, which 
amassed mare than 10 per cent 
of Bez eq on tbe open market, 
forcing itself on to the board. 

When C&W tried to increase 
its stake recently, the govern- 
ment blocked it, leaving both 
sides haggling over toe UK 
operator’s role at Bezeq. 

Analysts said Merrill Lynch 
should not have trouble selling 
toe stock. “It is still cheap and 
the company is trading at a 
low price/eamings ratio of 10.6 
compared with its interna- 
tional peers, which range 
between 14 and 17," said Ms 
Debra Kodash from Zaxrnex 
Securities. 

But Bezeq’s profitability is 
expected to start suffering 
after tbe domestic market in 
international calls recently 
opened up. The new competi- 
tion has led to a 75 per cent 
reduction in the cost of 
long-distance calls. Interna- 
tional ric last year accounted 
for 27 per cent of Bezeq’s reve- 
nues of Shk&bbn ($2_4bnX 


The best career move I ever 
made was going to IMD” 
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Mr \fagnsr is one of the many highly successful international executives whose careen hove been 
enhanced by taking pari in an IMD program. The program he attended, Managing Corporate 
Resources, is an intensive, {our-week general management program lor experienced bu&inessunil 
or country managers that will help maximize your contribution to your company's performance. 

Managing Corporate Resources, at MCR, is one of iMDs career development programs 
that are carefully designed >0 provide a relevant learning experience for managers at different 
stages of their careers. If you want to strengthen your leadership potential and give your 
company a competitive edge, you should carefully consider attending one of the general 
management programs listed below. 


S em inar for Senior Executives 

Refining the saw managor's agenda 

Starting dVbcOaober 20 . 1 097 a; June 1 . 1998 

Managing Corporate Resources 

Sfarpenty uperigneed husmewiit or county managers 

Starting dates. September 8 , 1907 or May 1 1 , 1998 


Program far Executive Development 

Preparing pj nwvsgors h> bmdcnopcnsib&hes 
Sterling dates: August 18. 1 997 or February I!, 1990 
EkaUng on Talent 

Developing young managers with high potential 
Sterling dates: November 10.1997 or August 2, 1998 
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COMPANIES AND FINANCE: EUROPE / ASIA 


Assi to control Russian joint venture 


By Greg Me hw Stockholm 

a i7nf p fTr gn r the Swedish palp and 
paper group, is to take a control- 
ling stake in Segezhabumprom, the 
Russian pulp and paper sack com- 
pany it manages and partly owns 
through a joint venture with Dav- 
entree. a Cyprus-based investment 
group. 

The group is to buy Daventree's 
50 per cent holding in Stratton 
Paper, which is owned jointly by 
the two groups and which bought a 
57 per cent stake in Segezhabum- 
prom last year. 

Assi, which paid $40m last year 


for its 50 per cent stake in Stratton 
Paper, did not disclose the value of 
the latest deal. 

The transaction wieaps produc- 
tion at Segezhabumprom - Rus- 
sia’s biggest maker of paper sacks 
- can resume after a four-month 
shutdown. 

Operations were suspended after 
bureaucratic difficulties with the 
local Karelian and Russian central 
authorities prompted lenders to 
baulk at a planned. 5100m loan for 
p l ant modernisation. 

Assi said yesterday that most of 
the problems - relating to unset- 
tled tax bills, pension fund pay- 


ments and land rights - had been 
resolvecL 

But Daventree, controlled by Mr 
Michael Dingman, the Bahamas- 
based entrepreneur, and Mr Viktor 
Kozeny, his Czech partner, sig- 
nalled this month it would not pro- 
vide capital for the planned 
start-up. 

Assi said the European Bank to 
Reconstruction and Development 
and the International Finance Cor- 
poration would join it and the local 
Karelian government, which owns 
about 20 per cent of Segezhabum- 
prom. in a new share issue. 

“Segezhabumprom for the first 


time will have owners with, a 
mutual and long-term strategic 
interest,’’ it said. 

The deal concludes a chequered 
recent history between Assi and 
Daventree, and follows the 5130m 
purchase by Assi in May of Daven- 
tree’s 51 per cent stake in Sepap, 
the Czech pulp and paper com- 
pany. 

In 1995 Daventree won an acri- 
monious battle with Assi for con- 
trol of Sepap, although the compa- 
nies later agreed to bury their 
differences and work together. 

Daventree - formed by the 
merger of Mr Dingman's Stratton. 


and Mr Kozeny’s Harvard Group - 
was the vehicle for a 5250m tnenr- 
szoc into eight Czech quoted com- 
panies in toos, as well as Segezha- 
bumprom. Daventree has since 
quit some of these investments by 
selling to strategic investors. 

Segezhabnmprom's European- 
built machines can produce up to 
l-2bn heavy duty sacks a year at 
its plant 55 0km north of St Peters- 
burg: Last year, though, it pro- 
duced only 100,000 tonnes. 

Assi’s main task has been 
improving productivity. The pro- 
duction rate has been boosted to 
160,000 tonnes. 


Moody’s strips 
Bank Austria of 
triple-A rating 


By Eric Frey in Vienna 

Moody's, the international 
ratings agency, yesterday 
downgraded Bank Austria's 
long-term credit rating, 
reflecting Increasing doubts 
about the city of Vienna's 
support for the country’s 
largest bank. 

The rating was cut from 
AAA to AA2, the second- 
highest r anking , following 
the city council's decision to 
sell the 46 per cent it con- 
trols in the bank over the 
next six years. Bank Aus- 
tria's rating was tradition- 
ally supported by an official 
guarantee for all its assets in 
case of liquidation. 

Bank Austria said it 
regretted Moody’s decision, 
which will marginally 
increase borrowing costs on 
Schl20bn ($9.6bn) of 
long-term debt but may have 
a lasting effect on the bank’s 
international reputation. 

It said the public guaran- 
tee was set by law and 
would remain even if the 
stake controlled by the city 


was sharply reduced. How- 
ever, it was pleased with the 
Moody’s positive evaluation 
of its takeover of Creditan- 
stalt. Austria’s second-larg- 
est bank. Creditanstalt's 
credit rating was raised from 
A1 to AA3. 

Moody's also confirmed 
Bank Austria's financial 
strength rating of C+, which 
does not take into account 
any guarantees. 

The move followed a politi- 
cal debate over the Creditan- 
stalt takeover and the public 
sector influence in Bank 
Austria, which is close to the 
Social Democrats. 

The conservative People's 
Party, the junior coalition 
partner of the Social Demo- 
crats, resisted Bank Aus- 
tria's bid for the tradition- 
ally conservative 
Creditanstalt. When the 
People's Party lost the battle 
in January, it demanded that 
the Vienna government cut 
its stake in B ank Austria, 
which the city controls 
through AVZ. a semi-inde- 
pendent foundation. 


TO THE HOLDERS OF 
Acer Incorporated 

(the ~C<mptmy~ i 

|JSS454HI0,<N0 

4 per cchL Hoods dne 2001 (tbe “Bonds’*! 

NOTICE IS HEREBY GIVEN pursuant to Condition 7fB) of the Terms 
and Conditions of tbe Bonds that the Company believes that all necessary 
notice has been given and bas determined to redeem on 31 July 1997 (tbe 
"Rede mpti on Date") aO outstanding Bonds at the price of 100% of the 
principal amount of the Bands together with the interest accrued to the 
Redemption Date. 

Set out bdow is the relevant information. 

Applicable 20 consec u tive Trading Days: From and including 27 January 
1997 to and including 26 February 1997. 

Comal Conversion Price: NTS 1 4 per share. 

The Clo sin g Price of the Company's shares on the Tuwm Stock Exchange 
on 26 February 1997: NTS38 per share. 

Aggregate p rin c i pal amount of the Bonds outstanding as at 26 February 
mi: USS5JWCWJOO. 

We would like to call your attention that, pursuant to Condition 5(AniJ. the 
Bonds can not be convened after tbe close of business an 20 July 1997. 


ACER INCORPORATED 
By: CITIBANK. NA 
as Principal Paying Agent 
13 July 1997 
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FIDELITY FAR EAST FUND 

Socidtf d'lnvestisseraeni 5 Capital Variable 
KansaUis House. Place de I'Etoile 
B.P. 2174 L- 1021 Luxembourg 
R.C. B 16926 

DIVIDEND NOTICE 

At the Annual General Meeting held on July 14, 1997. it was decided 
to pay a dividend of USD 0.07 (7 cents) per share on or after July 23. 
1997 to shareholders of record on July 1. 1997 and to holders of bearer 
shares upon presentation of coupon n“ 18. 

Paying Agent: KREDIETBANK S.A. LUXEMBOURGOISE 
43. Boulevard Royal 
L-2449 Luxembourg 



METRO AG 

METRO FINANCE B.V. 

Can$ 100,000,000 Collared Floating Bale Notes 1993/2003 
(Issued under the DM 2 bifSon Mum-Currency Euro Mecfium Term Note 
Programme ot AffiTRO AG) Tranche- No.: Li 
The Rate ot Interest applicable to the Interest Period from July 15, 1997 to 
October 14, 1997 inclusively, was determined to be B.5 per cent per 
annum. Therefore, on October 15. 1997 interest per Note of Can* 1,000 
principal amount in the amount ot Can $16-38 and interest per Note of 
Can® 10,000 principal amount in the amount ot Can S163.B4 is due. 

Frankfurt am Main, July 1997 

Dresdner Klelnwort Benson 

Dresdnor BankAhOengeseBscMt 
Calculation and Principal Paying Agent 


Banco de la Provinda 
de Buenos Aires 

US$46,700,000 Par 
floating rate notes due 2009 
US$42,150,000 Discount 
floating rate notes due 2003 
For the period IS My 1997 W 


bear Interest as follows: 

Par Notes 4.035% per amtam. 

Interest payable on J5 January 

1998 wul amount to; 

USSI01 12 per U5S5.000 note 

USS206J3 per USW000 note 

USS2.06Z33 per USS WOOD 
note. 

Discount Note* 6.725% per 

annum, (merest payable on 
15 January 1398 util amount to: 
USS17I.86 per IBSS.000 note 
ussm?2 per USS10.000 note 


note 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


A Prime Site 
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Property 


Advertise your property to 
approximately 1 minion FT 
readers in 160 countries. 

For details: 

Tina McGorman 
444 (0)171 873 3252 

Fax: +44 (0)171 873 3098 


ITC plays to its strengths 

The Indian group is pulling out of several non-core sectors 


D iversifications made 
in the past are giv- 
ing ITC, India's larg- 
est producer of cigarettes, a 
torrid time. 

A disastrous experience in 
the financial services and 
paper businesses has led the 
board to ask Mr Yogesh 
Chandra Deveshwar, chair- 
man, to prepare a plan that 
will allow ITC to disengage 
from several non-tobacco 
sectors. 

The move Is backed by 
BAT Industries, of the UK. 
which owns 33 per cent of 
ITC. BAT says it will give 
“total support to the chair- 
man to restructure what 
now appears to be an 
unwieldy basket of busi- 
nesses". 

Mr Michael Prideaux. 
director of public affairs at 
BAT, says: “BAT is not 
going to recommend any 
model for ITC. It is perfectly 
appropriate for our Indian 
associate to be in businesses 
other than tobacco. If the 
Indian federal government 
desires that ITC should have 
some non-tobacco businesses 
in Its portfolio, then it is fine 
by us. What we are suggest- 
ing is that ITC should not be 
doing anything which it can- 
not do welL" 

In the 1980s. ITC, like 
other big groups in India, 
sought growth through a 
host of non-related busi- 
nesses. The government put 
pressure on ITC to invest in 
core areas of the economy 
such as edible oils and paper 
but, as Mr Deveshwar 
admits, the group did not 
have the expertise to run 
these efficiently. 

Mr K. L. Chugh. Mr 
Deveshwar's predecessor 
who left the company in 
1996, had been keen to build 
a large coal-fired power 
plant but, according to Mr 
Prideaux, BAT did not allow 
it to proceed as ITC knew 
nothing about the power 
business. 

ITC is ready to sell its 49 
per cent of ITC Classic, a 


ITC: back to Its roots 

Share pries relative to the 
Bombay SE 30 Index 
170 


Pre-tax profits 
(Rs bn) 
fl 



Samoa: P -HH IOV. Rautar 

non-banking financial ser- 
vices group, which incurred 
a loss of RsiaSbn ($79.8m) in 
1996-97, compared with a 
profit of Rs313m a year earl- 
ier. BAT has made it clear 
that “ITC Classic is not the 
right route for it to get into 
the insurance business in 
India whenever it is thrown 
open to the private sector”. 

ITC has pumped nearly 
Rs2.65bn into ITC Classic so 
that it can meet its debt obli- 
gations. “Some of our best 
managers have been deputed 
to ITC Classic for turning it 
around," ITC says. 

“The cigarette major’s exit 
from the financial services 
sector will depend on how 
quickly ITC Classic is put 
back on the profit stream. 
ITC wanted GE Capital, 
which is already in India, as 
its strategic partner in ITC 
CLassic. But GE Capital 
cried off after doing due dili- 
gence on ITC Classic," said 
Mr Navta Suchanti, manag- 
ing director of Pressman 
Securities, the stockbroker. 

In order to improve the 
working of ITC Classic 
before a sale, Mr Deveshwar 
Is looking for a “strategic 
partner who has access to 
low-cost funds and who is 
more competent than us to 
run the financial services 
business". 

It is using the same strat- 


egy in its paper business. 
Last year profits at ITC 
Rhadr arhalam Paperboards, 
in which FTC owns 30 per 
cent, fell 59 per cent to 
Rsl67m after an eight-month 
delay in a new 120.000 tonne 
capacity packaging board 
plant, which raised the proj- 
ect cost by 21 per cent to 
Rs632bn. 

“We are also looking for a 
partner who will give us 
technology to develop our 
cigarette tissue and special- 
ity paper business.” Mr 
Deveshwar says. 

O ne area which. BAT 
is encouraging ITC 
to diversify into is 
hotels. Mr Deveshwar finds 
BAT highly supportive of his 
recommendation to invest 
heavily in building and 
acquiring hotels in the ne x t 
few years. Most of the 
Rsl9bn that the group pro- 
poses to invest in the next 
five years will be claimed by 
the hotel business. 

“ITC has proved to its 
shareholders that hotels is 
one non-tobacco business 
where it excels. India 
accords high priority to tour- 
ism. which ITC should 
exploit." says Mr Prideaux. 

The company says the con- 
tribution of hotel business to 
group profits will rise from 
17 per cent to nearly 50 per 


etuiniwri. * 


cent within 10 years. 

Hiis will help offset ITCs 
edible oils business, which it 
mtered at the prompting of 
the federal government 
which wanted the country to 
be less dependent on 
imports. But the venture has 
cost the company dearly and 
it is negotiating the sale of 
the business to Conagra 
Foods, of the US. 

Analysts believe that ITC 
should be able to complete 
tbe restructuring in a couple 
of years, as again BAT sup* 
ports the initiative. 

There is. however, a sense 
of victory at ITC that BAT 
finally gave it the licence to 
produce 555 State Express 
and Benson & Hedges ciga- 
rettes at its new factory in 
Bangalore. 

“BAT wants to get its 
international brands out 
there well ahead of our com- 
petitors .R.J; Reynolds ahd." 
Philip Morris. What clinched 
the issue for ITC is its strong 
distribution network," Mr 
Prideaux says. 

The brand licensing agree- 
ment, says BAT, is a “water- 
shed in our relationship with 
ITC. The only thing that we 
are after is to have influence 
in the company commensu- 
rate with our 33 per cent 
ownership." 


Kunal Bose 


Stet plans to undercut Telefonica 


By Tom Bums 
in Madrid 

Stet, the Italian telecoms 
carrier which will operate 
Retevisidn, Spain’s second 
operator, plans to break 
Telefonica’s monopoly with 
aggressively priced services 
that will be available to 
clients in the main cities 
after the summer. 

In a rapid follow-up to its 
award of Rete vision’s licence 
last week, the consortium 
led by Stet and Endesa. 
Spain's biggest electricity 
group, said yesterday that 
its charges for domestic 
long-distance and interna- 
tional calls would be 15-20 
per cent lower than those of 


Telefonica, the former 
monopoly operator. 

Initial services will start 
as soon as RetevislOn com- 
pletes negotiations on the 
price it will have to pay Tele- 
fonica for the use of its lines. 

Under government guide- 
lines, these interconnection 
fees have been fixed in a low 
price range to give Retevi- 
si6n a competitive edge. The 
final fees have to be agreed 
within two months. 

Retevisibn, however, plans 
to provide services using its 
own digital network to 
Spain's 12 biggest cities by 
December, and to a farther 
50 large domestic urban cen- 
tres by August next year. 
The new operator will spend 


more than PtalOObn ($67Qm) 
over the next two years to 
develop Its network. 

The ambitious start-up 
strategy indicates that 
RetevlsiOn's new owners 
intend to build up business 
as fast as posable ahead of 
full deregulation of Spanish 
telephone services in Decem- 
ber next year. It aims to 
achieve an operating profit 
by 2000 and to operate lm 
lines by 2007, earning reve- 
nues of Pta280bn. 

Retevisibn's assault on 
Telefonica's domain wffL be 
helped by the back-up of 
Endesa, which has a 2L.7 per 
cent stake in the operator - 
the same stake as Stet - and 
by Uni6n Fenosa, Spain's 


third ranked electricity 
generator and distributor, 
which has an 8.6 per cent 
stake. 

Between them, the two 
power groups have some 
12m domestic clients and 
provide a nationwide optic 
fibre network to the new 
operator. 

TelefOnica, however, will 
be a tough competitor. The 

telecoms group, which was 
fully privatised In February 
and subsequently allied 
itself to the Concert venture 
being formed by British 
Telecommunications and 
MCI, of the US, operated 16m 
lines in Spain last year and 
reported an operating profit 
of Pta5755bn. 


INTERNATIONAL NEWS DIGEST 


Third cellular 
tender for Israel 

Bgissaegfl£ gs»« 

and foreign companies. The move is 
servlce and towering rates in an already 
ket It coincides with a derision by the government to 


‘12nS»» market hasgr™ 

100,000 customers in January 1995 to about 1.5m th^ycar. 
The country has a population of 5.7m. Mra Lhnor ^tonat, 
e^mmunicattons minister, said Israeli ceUphoneusers lea 
the world in the number of call minutes per customer. 

The ministry said the cellular market was worth an esti- 
mated $828m a year. The market is currently controlled 
by Pelephone, a joint venture between Bezeq and Moto- 
roia, of the US, and Cellcom, which includes BellSouth, of 
the US. 

The new operator will be allocated GSM frequencies, 
allowing to the network from outside Israel, which 
the two existing companies cannot provide. Israel s com- 
munications ministry also said several leading interna- 
tional te lecoms companies, including British Telecommu- 
nications, AT&T, of the US and Ericsson, of Sweden, were 
interested in the tender. Tbe deadline for bids is 
October 28. Avi Macblis. Jerusalem 

■ MEDICAL EQUIPMENT 

Sulzer Medica shares up on debut 

Shares in Sulzer Medica, the medical equipment operation 
of Swiss on gintwmg group Sulzer, closed their debut day 
of trading at SFM06, well ahead of the SFr3SQ issue price 
but down an the opening price of SFr440. 

The initial public offering, which closed lost week 25 
tfnws oversubscribed, involved &3m new shares, or about 
24 per cent of the company, and raised about SFrSOOm 
(SS48m) before costs. The company said recently the 
money would be used for acquisitions. It is seeking a New 
Teak listing to its newly-issued shares. 

World Stocks. Page 40 Mark Mulligan 

■ BANKING 


Vontobel up 48% at interim stage 

Vontobel, the Swiss banking group, sold yesterday it was 
on course for an “above average" full-year result after 
reporting a 48 per cent rise in net income for Che six 
months to June. The profit rise, from SFr35.1m to 
SFrSLlm ($3S.Tm), came from operating results of 
SFrl03.6m compared with SFr7l3m last time. The group 
said all main naming s components showed double-digit 
gro w th, with net commission ahead 31 per cent to 
SFrl23.hu. Trading income was also up strongly, at 
SFr45.6m against SFr38.4m. Of this, securities trading con- 
tributed SFr38.4m and foreign exchange and metals deal- 
ing, SFrlL2m. Mark Mulligan 

■ MOROCCO 


Epargne Croissance to delist 

Morocco’s portfolio company Sodete Epargne Croissance 
said yesterday it would be delisted from the Casabla n ca 
stock exchange on August 6 because its shares were not 
being traded enough. The company said: “We asked the 
bourse watchdog to delist us because with only 1 per cent 
of our capital listed, it was not regularly traded." 
Al-Amane insurance holds 99 per cent of the company, 
which last traded in May. 

The bourse regulatory body. Consell Deontologique des 
Valeurs Mobiliferes, which was set up in 1994 to regulate 
trade on the stock exchange, has delisted IS companies 
since then. There are 48 companies listed on the Casa- 
blanca bourse. Reuters, Rabat 

M HUNGARY 


GEC-AIsthom unit in turbine deal 

European Gas Turbines, a subsidiary of the Anglo-French 
GEC-AIsthom group, has signed a $EQm contract to pro- 
vide two quick-start 11QMW gas turbine power units to 
MVM, the Hungarian state electricity company. EGT has 
undertaken to provide the turbines, alternators, trans- 
formers and a 10-year maintenance programme In the 
project, which is financed by a $6Qm World Bank loan. 
The loon, guaranteed by the Hungarian government, is of 
15 years. The World Bank-supervised tender attracted 
nine bidders. Including ABB, Siemens, Elin and Ansaldo. 

Hester Eddy, Budapest 

■ IRAN LIBYA SANCTIONS ACT 


WestLB stands by Iran loan 

WestLB, the German bank, yesterday refused to withdraw 
a loan to Iran’s Offshore Engineering and Construction 
Company in spite of being warned by a US senator that 
the deal would violate US law. The bank said it was not 
breaching any laws because trade finance deals were not 
covered by the 1996 Iran Libya Sanctions Act 
_“We are acting fully in line with the law," the bank 
sad. WestLB belongs to a bank consortium that has lent 
tiie state-owned Iranian company $9Qm. WestLB’s share of 

tte loan js $40m The loan will be used to finance the sup- 
ply of machinery and technical equipment by German. 
Frm«m and Belgian exporters to develop the SourmS oil 
field, WestLB said. Reuters, DOsseldorf 


The Financial Times plans to publish a Survey on 

The Commonwealth 
of Virginia 


on Monday, September 8 


For further information, please contact: 
Maria McCoy 

Tel: +44 171 873 3746 Fax: +44 171 873 3062 

Laura Boberg 

Tel: +212 745 1344 Fax: +212 319 0704 


or your usual Financial Times representative 


FT Surveys 


FT World Accounting Report 

FT World Accounting Report is a monthly newsletter providinq 
an essential first read on international financial reporting chances 
and their practical implications for y re. ^ 

FT World Accounting Report provides you with: 

• accurate reporting of latest developments in International accounting 

• expert analysis of the issues 

• a monitor of national accounting changes and their n. bti» n ihin to 

international developments r 

• comprehensive international coverage, including regular reports from 
emerging markets and other developing countries. 

““ ’isxzsirsz? 

Subscribe now. 

Ten issues a year. £485 (UK) £51 5/USJ876 (ROW) 

Call +44(0) 171 896 2314 Or fax +44 (0) 171 8962274 
far a free sample copy. 

Or order direct from: 

FT RnandaTPubBshtag, Maple House, 

149 Tottadmi Obmt Road» London W1P 911, UK. 
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COS AND FINANCE: ASIA-PACIFIC 


Two 
bad debt 




By Ted Bardacke 
in Bangkok ; . 

Two mid size Thai banks 
yesterday accompanied 
reports of moderate profit 
growth for the first half of 
this year with large 
increases in provisions for 
doubtful and bad debts. 

Siam City R*mv said its 

first-half net profit was 
BtlUQbn ($36-2m), up 5.8 per 
cent on the same period last 
year. 

It said provisioning for bad 
and doubtful debts for the 
first half of the year was 
Bt770m. up 152 per cent 

Bank of Asia reported 
first-half net profit per 
cent higher at Bt84&5m_ It 
said provisioning for bad 
and doubtful debts was 
Bt250m, up from Btl5Cm a 
year earlier. 

Analysts said that the 
results revealed little about 
the banks' future perfor- 
mance because they cover 
the period leading up to the 
de facto devaluation of the 
Thai baht. 


Thai banka. . 

Share prides rafetivs toiha 

‘ ’BmgRdkrSET Index; ' V 



“These results are unim- 
portant: it’s a different coun- 
try now,” .said a banking 
analyst with a European bro- 
kerage house. “The next 
quarter, is the key for setting 
the standard to come." 

Analysts .are expecting 
loan an d deposit growth to 
hdl sharply in the thfrd 
quarter. With loans growth 
the tn«W driver behind, bank 
earning s, net profit should 
fell substanttaDy as welL 


The fail in deposits is 
already causing concern 
about the liquidity at some 
cmoi! and mid-s ize iwniw 

Tbs Thai Bankers Associa- 
tion yesterday denied that 
five commercial banks 
would be Shut down by the 
central bank. The statement 

followed a similar denial last 

Friday by the Thai central 
h ank. 

Analysts also said that 
non-performing loans would 
rise this year, as the fan in 
the value of the baht and 
subsequent rise In interest 
rates meant manufacturers 
would begin to fall behind 
on then* in^n sim- 

ilar to the way property 
developers did last year. 

Loans to the manafector- 
ing sector account ' for 
between 30 and. 40 per cent 
of all Thai bank loans, com- 
pared with about 10 per cent 
to the property sector. . 

“The [bad loan problem in 
the] manufacturing sector 
will make the property sec- 
tor look pale by compari- 
son," one analyst said. 



subsidiary to raise cash 


By James Kynge 
in Kuala Lumpur 

Ekran, the Malaysian 
infrastructure company 
overseeing the construction 
of the troubled M$l3.6bn 
(US$3.2bn) Bakun dam., 
plans to sell a subsidiary to 
raise much-needed cash. 

The move comes after 
Ekran's disastrous rights 
issue, which had been expec- 
ted to raise M$1.46bn but 
was undersubscribed by 62.7 
per cent 

The issue's failure sig- 
nalled investor unease with 
the Bakun project, which 
involves building a X4Q0MW 
hydro-electric dam in the 
Malaysian Borneo Jungle. 
Asea Brown Boyeri. the 
Swiss-based engineering 
firpa. ’ is ‘ttie"lead b^tactor.; . 

Ekran said ife’lt^^h^ling 
33 per cent stake in Wem- 


bley Industries, a listed 
infrastructure company also 
scheduled to he involved In 
the Bakun project, would be 
sold far M$284m. It named 
the buyer as Mr Tiong King 

Observers said the pro- 
ceeds were unlikely to cover 
Ekran's planned acquisition 
of a. 32 per cent stake in 
Bakun Hydroelectric Carp, 
which is expected to be val- 
ued at about M$3bn after an 
initial public offering sched- 
uled for next month. 

Mr Ting Pek Khiing, exec- 
utive chairman of Ekran, 
had hoped to use M$560m of 
the money raised from the 
rights issue to help buy the 
Bakun stake. But after the 
'faOureof the issue; he, was 
' Tproed ito. pay M|SS9Bm ibr 
ll tbe. un?V9hted sharep. . l.V 
. Analysts believ^, more.' of. 
Mr Tinges business, empire 


might be put up for sale. He 
also controls Pacific Chemt 
cal, a timber products com- 
pany. PWE Industries, an 
engineering group, and 
Granite Industries, a prop- 
erty and timber concern. 
The three listed companies 
have been awarded contracts 
related to the Bakun project. 

The dam has been named 
as a national project by Dr 
Mahathir Mohamad, Malay- 
sia’s prime minister. 

Dr Mahathir regards the 
project as essential far the 
development of Sarawak, a 
relatively underdeveloped 
state in Borneo. However, 
other members of the gov- 
ernment, including; Mr 
Anwar Ibrahim, the ajcting 
prime minister wh tie' Dr 

Mafiirtlifr is Oil a w ffi j Sug 

holiday , pverseas.^aye. 
e^>ressedoppofflticm.^£'the 

flam. ’ •, 


New ICIA 
shares 
rise to a 
premium 

By Bruce Jacques in Sydney 


Shares in the ~A$1.9bn 
(US$833m) global offering in 
ICI Australia listed otn Aus- 
tralian stock exchanges rose _ 
to a premium yesterday. 

The shares, allocated at 
the weekend following, the 
decision by Imperial Chemi- 
cal Industries, of the UK, to 
sell its controlling' stake in 
its- Australian, offshoot,, 
closed at AJ12.58 after trad- 
ing as high as ASI2.66. 

The closing price repre- 
sented a premium of more 
than 5 per cent on ‘ the 
AS11.95 a share .issue price 
to retail investors and a L8 
per cent premium on the. 
institutional issue price of 
AS 12 .35. 

The share performance, 
against the trend of an over- 
all market that lost Z per 
cent of its value, followed 
, strong demand for the ICI 1 

Australia offering, which 
forced ICI to scale hack allo- 
cations.' 

, Mr Philip Weickhardt, 

managing director of ICI ■ 
Australia, said the strong 
demand partially reflected 
confidence engendered by 
the company’s decision to 
buy back 30m of its own 
shares. 

He said the offer shares 
had been distributed among 
50,000 new shareholders, 
with about 20 pm cent held 
ontside Australia. The offer 
underwriters hold a 30-day 

option on a further 12 m 

shares. _ 

Mr Weickhardt was confi- 
dent this option would be 
exerdsed and ICI of the UK 
would be “entirely off the 

register". . . 

Following the change in 
control, Mr Weickhardt fore- 
shadowed a push to diver- 
sify geographically, espe- 
cially in Asia where he 
indicated the company had 
so for been slow to move. 

Previously listed. IQ Aus- 
tralia shares fell 9 tents to 
Asia.61 on. Australian stock 
exchanges, reflecting the 
large increase in shares on 

issue. ' • , 

The two classes of mares 
are expected to be inte- 
grated following settlement 
on float scrip, expected on 
Julyr25- ^ 


ASIA-PACIFIC NEWS DIGEST 


Hyundai in rights 
issue to cut debt 

Hyundai South Korea's biggest conglomerate, said it was 
planting to raise Wan3,000bh (¥I-99bn) in new capital 
through rights issue offerings and property sales to 
reduce its debt burden of nearly five times equity. Hyun- 
dai has the largest debt burden of the country's five top 
conglomerates - or chaebol - because of an expansion of 
its semiconductor and car businesses. Hyundai is Korea's 
largest car producer and its second biggest manufacturer 
of memory chips. 

However. Hyundai's capability to service its debts has 
been hampered by a downturn in global demand far semi- 
conductors and sjuggish domestic car sales. Under its 
financial restructuring plan, the group plans to raise 
Woni,000bn through rights issues this year and another 
Won2,OpOhn. by selling property assets. 

Tie government has proposed that the chaebol reduce 
their debt burdens to avoid further bankruptcies such as 
those of the JFIanbb and Sammi steel groups this year. 

' t . ' .J John Burton, Seoul 

■ JAPANESE SECURITIES 


Dai-ichi to liquidate unit 

Dai-ichi Secralties, one pf Japan’s second-tier brokers, 
said yesterday it 'would liquidate Dai-ichi (.Switzerland), 
its Swiss unit, as part of a plan to restructure its Euro- 
pean operations. Japanese securities companies have been 
quitting or downsizing their overseas operations before 
the government’s “big bang" financial deregulation. 
Reforms over the next three years are. expected to Inten- 
sify crxnpettt^^ the country's financial sector and. 
have - already prompted foreign financial institutions to 
set up or expand operations in Japan. Medium-sized bro- 
| kers*stich as Dai-ichi 'are .most likely to be affected by the 
^increased competition, and are hastenuig to consolidate 
unprofitable operatiems. 

" DaWdtd (Switzeiiahd) was estabBshed in 1985 to focus 
on trading Japanese equities for European Investors, but 
has turned in a poor business performance. Its closure 
would clause Dai-ichi Securities to suffer an- extraordinary 
loss te Y99Qm (&lm) in the year to March 1998, the com- 
pany said. Last year Dai-ichi Securities Incurred a parent 
recsttringloss for the seventh consecutive year, for the 
current b usiness year, however, the broker has not 
changed its forecast for parent after-tax profit ofYBXttn, 


as ft is expecting gains in unrealised profits cm its stock 
portfolio following the rise in the Japanese stock market 

'■ Gmen flofe&ison^ Tokyo 

FUND MANAGEMENT V ' 


DMGA plans Sydney transfer 

DeutscheTVlargan Grenfell Australia, the local investment 
■ fowifthg arm of Deirtsdie Bank of Genroauy. wifi transfer 
Australian-dollar fund management and marketing 
operations from London and Singapore io Sydney. The 
moveis part of DMG’s May acquisition ofAxion Finds 
Management from the New South Wales state govern- 
ment DMG would hlso add 500 jobs across Its Australian 
investment banking operations by 2001, said Mr John 
Barnes, manag in g director- The expansion, fuelled by the 
expected growth of Australia's A$260bn pennon ftmd 
industry, would include positions in trading, investor ser- 
vices. research and information technology, he said. 

' Axiom has A$i9bu (USS8^bn) in funds under manage- 
ment Deutsche Bank’s Australian operations recorded 
after-tax profits of A$4fim last year, up from A*4«n toe^ 
year before. - . • AP-DJ, Sydney. 
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Performance results from the quality ami productivity of the Odebrecht Group's Members, who thereby fulfill their Social 


Economic Health Generated 



Payment of Third Parties 
{Siw&fE md CQnbBdn3) 

Compensation for Wbric 
(OdetmcH Mambas) 

Sovemmsfrt Revenue 
(aMalMh and CDnfeMm) 

Return on Eqiity 


3^46 


Inveslmenrs 

(USSM) 

Investment 

comnutments 
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Commitments to Global Standards of Competitiveness 


Oddnuctt Is a confederation of Entrepreneur-Partners who work hi a variety of businesses m numerals parts of the globe, with world-class 
vfsfon, affiances and standards of competitiveness. 


3 


present h 21 countries 



Mozambique 
South Africa 



United States 


Agenttoa 

Uruguay 

Malaysia 

Bolivia 

Venezuela 

Singapore 

Kazi 



Chile 

Europe 

Chemicals & 

entente 

Germany 

Petrochemicals: 

Ecuador 

Portugal 

products exported 

Mexico 

Spain 

to 42 coteries 

Peru 

United Kingdom 



a 


each of their businesses, Odebrecht Members boost their sore competence -the multiple delegation of responsibility for 
entrepreneurs!^ - and acquire new competencies to achieve an outstanding depee of co mp etitiveness. 

Corporate Structure: Odebrecht SA (holding company) plus 125 subsidiaries and affiliates, including: 

Engineering & Construction 




•CNO-Gonsfcutara 
NoAerto Odebrecht SA 
-knengeSA 
-SLPGngheeingUd 

• m. 


* OomparMi Bradeba de 
PrejetoseObas-CBPO 
-Bento Pedoso 
OonsbugfiesSA- 
BPCfPorlugaO 


Chemicals & 
Petrochemicals 

•OPPPeboq^riicaSA. 
•Irion SA 


Infrastructure & Pubfic Puipwood 
Services Forestry 

•SantaSon •Mmcnz 

•tanqxxtaBon HoresHUda. 

•Bmgy 

•Tetecamnunicafiais 

-Stebr'feiecomUda. 


hsuance OCS-OdebrecM 
&Suety AdmWstradorae 

Ocnriorade Segues Lida. 
Pension Fund Odeprev- Odebrecht 
Pieuid&ncia 

Foundation Odebrecht Pcmteton 


C 


OdtotoBdrtcflnstant^facraasasftscgi np e tiliye fiess bysanattaneoastyfliqtrpvtogprottocthrayafldqnaBy to arsiireeaccefierrtpCTfonnance, 
and by ndartag new competitive areas to foe vanguard. 
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Indicators (in US$M, with full inflation accounting) 
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Backlog 
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(USSM) 
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Thenrevlastic resins 

Caustic soda 

Other Coteries mbw 

1|546 

Ottw Countries mm 

1346 

CDE {Dfchloroethane) 
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Total MMMM 

mi 4^80 
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Cbenteals & Petrochendcato 
Total Production (in thousands of metric tons) 
— 1.201 
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Quanty, Productivity and Innovation 


> "Otar's and CNCs appftcation • BPCS use of the floating 
of expaxlad PVC plate in crane to hoist beams 


emote formwork slashed 
costs 37% by reusing forms 
up to 50 times 


Partnership 


on the River Tagus, lowering 
construction costs for the 
Vasco da Sama Bridge project 
In Ushon, Portugal 


1 OFF'S development of a 
new polyolefin rasto used to 
make tougher plastic bags 


> Trikenft development ot a 
bulk delivery system tor its 
PVC reste, towering costs far 
the company and its Clients 


1 Certification of all OPP 
manufacturing plants by the 
IS0 14001 Standard 
» Renewal of ISO 9000 
ceitiflcation forTrikem, 
Tensnge, and OPP 


C 


By applying the Odebrecht Entrepreneurial Technology, the Group's Entr e pr eneur-Partners participate in the planning and execution of their work, and 
produce and share the results. 


D 


Total Number 
of Partners 


39,631 


WWOlaB jshtfir&h' ■ 


Oft®' Countries 


11,000 


2^531 


Engineering & Constniction 
ChendcalsS Ptirochan i cals — 7,563 
Other ■ 827 


31,241 



Number of Entrepreneur-Partners 
Responsible for Business Units 


234 


144 


□ Brad 
9 OnarGanfflta 


110 


107 


153 


1991 


1996 


Education 


C 


The Group’s growth is a direct result of its Members’ progress, which occurs essentially through work and is supplemented by knowledge 
obtained through partnerships with educational ami research centers {Education for Worty. 


) 


On-the-Job Education 

Tfcrinee and Internship Programs 

Participants ir 1996 461 young people 

Joined the Gmp to 1SB6 140 young people 


Education for Work 

Partnerships wttri over 50 educ^iond »id research carters in nine cotidries indudtog Braal wrtfi the following goals: 

• Educating Partnos and Upgradmg their Knowledge 

• Hakinfl Technical atxl Scientific innovations 

> Promoting EduiaitoaQft«tod Bette Schoote 

• Scholarahips and Grants for CoBege Stucteits 


flddiiional Commitment io Education and Culture for the Community 


Culture 

• Pitoflcaficnofteba*fi>a7^/w-^4toHd5S9VBWby 
LfivSmarcevsto 

• DeveltomeutatopijUicadon 

works of Jorge flmado in paiinerehipi«h Edtore Record 


In partnerstip wBi Etfitota Record 



Odebrecht Foundation 


ettocate 40/XM adotesceiks and Vain 4J00 educators 

• Condusior of trie educatfraiS process carried out through 0ie 
OdtorechWfllCff Airanfe. TI wtjk Ttens for Better Schools 

• Honors: 

-BC0 Awart from American Chamber of (teimereeinftazli 
-Ptom to Tfifns Award tram U Roche Ccdege^USA 




-( h»p://www.odabrachl.com.br S 
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HP, AT&T in electronic commerce pact 


gy ijtnsfl Kehoo 
m san Rancfeco 

Hewlett-Packard and AT&T 
are to collaborate in the 
development and marketing 
of technologies and services 
that make it easier for busi- 
nesses to build electronic 
storefronts on the internet, 
the companies announced 
yesterday. 

The alliance between the 
second -largest US nm npnfpn- 
company and the leading 
telecommunications group 


reflects the trend toward 
transforming web sites Into 
online storefronts, where vis- 
itors can not only read about 
products but also purchase 
them. 

Electronic commerce Is 
expected to be worth nearly 
S200bn by 2000, with busi- 
ness-to-business shopping 

accounting for about one- 
third of the total, according 
to Forrester Research, a 
computer industry analysis 
group. 

Until recently, companies 


planning to set up electronic 
storefronts were forced to 
select from a confusing 
array of software to imple- 
ment functions such as pay- 
ment systems, order process- 
ing systems and web site 
design software. 

HP and AT&T plan to 
bring all of these elements 
together while providing 
businesses with the option of 
manag in g some of the func- 
tions of an electronic com- 
merce web site in-house. 

An electronic merchant 


might for example, design, 
host and control its own web 
site but outsource the com- 
plex “back office" functions 
to process secure credit-card 
t ransa ctions to AT&T. 

The telcoms group will 
provide networking and 
secure-purchasing capabili- 
ties. while HP will provide 
computer equipment and 
software. 

HP’s third-party resellers 
will offer AT&T's “Secure- 
Buy" services, which provide 
the technical infrastructure 


and management needs! to 
conduct secure transactions 
over tbe web. 

The two companies also 
plan to develop jointly tech- 
nologies to improve the per- 
formance and reliability of 
electronic commerce. 

In a similar partnership, 
also announced yesterday. 
Open Market, a leading sup- 
plier of internet commerce 
software. Has linked with 
ANS Communications, a 
subsidiary of America 
Online. 


ANS will provide web 
hosting services for compa- 
nies wanting to set up and 
control their own electronic 
storefronts but not worry 
about the internet commerce 
infrastructure. 

“This represents a growing 

trend among service provid- 
ers to take the cost and com- 
plexity out of internet com- 
merce,” said Ms Gail 
Goodnum, vice-president and 
general manager of Open 
Market's internet commerce 
division. 


Into Latin America on a Mexican wave 


Bank of Nova 
Scotia is one of 
the most active 
in the region 

B ank of Nova Scotia 
planned to walk away 
from its investment in 
Inverlat when the peso crisis 
hit in late 1994. 

Instead, the Mexican 
authorities persuaded Cana- 
da's mast geographically 
diverse bank to help stabi- 
lise the troubled Mexican 
finan cial services group 
through an injection of 
equity and the secondment 
of some of Scotiabank's most 
skilled credit specialists. 

Inverlat not only gained a 
new lease on life, but Scotia- 
bank's decision to stay in 
Mexico was an important 
springboard for a thrust 
throughout Latin America. 
It is already the biggest for- 
eign Hank in the Caribbean 
and has become one of the 
most active in Central and 
South America. 

“There are only two or 
three more [deals] and well 
have a pan-South American 
bank,” says Mr Peter God- 
soe, Scotia h ank cha irman 
and chief executive. “It may 
look like chaos from the out- 
side, but we're relatively 
comfortable that we can knit 
them together.” 

The Canadian group has 
focused in Latin America on 
mid-sized institutions with a 
bias towards retail banking. 
Its investments include: 

• A 16 per cent stake in 
Inverlat, with an option for a 
further 39 per cent in March 
2000. Banco Inverlat is 
Mexico's fourth-biggest bank 
with 312 branches. The 
group also has investment 
banking, leasing and factor- 
ing operations. 

• 80 per cent of Costa 
Rica’s Banco Mercantll, with 
assets of about C$60m 
(US$43. 8m). 

• A 28 per cent interest in 
Banco Sud Americano, 
Chile's ninth-ranked bank 


with assets or US$2.3bn. 

• 25 per cent of Banco 
Sudamerlcano, a Peruvian 
bank with assets of 
USS270UL 

• Earlier this month, Sco- 
tiabank agreed to pay 
C$360m to boost its stake in 
Argentina's Banco Qullmes 
from 25 per cent to 100 per 
cent. Quflmes has assets of 
USSl.Sbn and 86 branches. 

Thanks partly to connec- 
tions with influential over- 
seas Chines e families, Scotia- 
h ank is also building a 
sizeable presence In east 
Asia. It owns 40 per cent of 
Solidbank, a profitable, 100- 
branch operation in the 
Philippines. 

The group has invest- 
ments in Thailand and Mal- 
aysia. and is negotiating a 
joint venture in Indonesia. 
An expansion in India is set 
to be revealed within the 
next few weeks. 

Elsewhere, tbe bank has 
expanded in Greece, where it 
has seven branches, to 
strengthen its global ship- 
ping and tourism business. 

Scotiabank has thrown 
substantial management and 
technology resources behind 
its overseas affiliates. 

About 20 executives, with 
more to follow, have been 
seconded to Inverlat to help 
stabilise its loan portfolio 
and train local employees in 
credit appraisal and retail 
banking. Inverlat recently 
launched a new-car loan 
designed by Scotiabank. 

International h anking — 
including retail and commer- 
cial services, as well as trade 
finance - produced net 
income of C$236m in the fis- 
cal year to October 1996, 
equal to 22 per cent of Sco- 
tiabank's total earnings. The 
bank, Canada's fourth big- 
gest, has assets of C$176bn. 

Caribbean operations are 
especially profitable. “Con- 
sidering thp size of the mar- 
ket, they really do quite 
well.” says one former 
employee. 

The bank and its affiliates 
employ about 17,000 Spanish- 
speaking people, equal to 


about half Scotiabank’s own 
payroll. Mr Godsoe says the 
South American business 
has the potential to surpass 
the bank's Canadian 
operations. 

But Scotiabank faces a 
number of hurdles before 
that dream is realised. 
Returns from most of the 
South American investments 
have so for been less than 
stellar. 

One reason is the substan- 
tial investment required to 
train local staff; streamline 
procedures and, in some 
cases, improve the quality of 
loan portfolios. 

Scotiabank took a C$145m 
write-down in late 1995 on a 
former 8 per cent stake in 
Inverlat. According to Mr 
Godsoe: “It wasn't the [peso] 
devaluation that cost us. It 
was the fact that the bank 
wasn't well run.” Recent 
currency turmoil in Thai- 
land and the Philippines is 
also like to hit the bank’s 
exposure to those countries. 

Scotiabank is challenged 
by intensifying competition 
in many new markets as 
local financial institutions 
consolidate, and other pow- 
erful foreign b anks - nota- 
bly Citibank, HSBC and 
Sp anish hanks - move in. 

F or instance, the speed 
of bank consolidation 
in Chile has caught 
Scotiabank by surprise. Its 
local affiliate. Banco Sud 
Americano, has so far been 
left on the sidelines by a tide 
of mergers and acquisitions. 

But Scotiabank has some 
strengths of its own. Its 
expertise in Canada is well 
regarded, especially in the 
retail market The bank has 
bid C$1.3bn for National 
Trust, a medium-sized group 
specialising in mortgages 
and fiduciary services. 

Long experience outside 
North America and Canada's 
increasingly diverse popula- 
tion have given Scotiabank a 
strong international culture. 

Vietnamese immigrants on 
the bank's payroll in 
Toronto volunteered to help 




Peter Godsoe: ‘relatively comfortable' about knitting the apparent chaos together 


set up its office in Hanoi. 
The executive vice-president 
for finance is a Sikh, and the 
head of the operations divi- 
sion is Lebanese. 

Mr Godsoe justifies the 
drive into emerging markets 
on the grounds of long- 
term growth prospects for 


banking services. Besides a 
vast, untapped pool of con- 
sumers hitherto mistrustful 
of banks, these markets are 
less vulnerable to “disinter- 
mediation” by non-bank 
financial services, such as 
mutual funds. 

Mr Godsoe sees a bright 


future as cross-border take- 
overs and mergers become 
the order of the day. "You’ve 
got five to 10 years of 
attracting people into the 
hanking system who aren't 
part of it." he predicts. 

Bernard Simon 


NationsBank ahead of Gas Natural successful in 
expectations for quarter R$622m Brazilian auction 


By Richard Waters 
In New York 

NationsBank topped Wall 
Street expectations with a 26 
per cent increase in after-tax 
earnings for the second 
quarter, to $762m, leading a 
group of big US banks that 
reported solid earnings. 

Earnin gs per shar p at the 
South Carolina-based bank 
rose only 5 per cent to $1.05, 
however, reflecting the extra 
shares issued In the past 
year to pay for its acquisi- 
tion of Boatmen's Banc- 
shares. The dilution from 
that acquisition also led to a 
decline in NationsBank's 


return on equity, to 16.25 per 
cent from 18 per cent. 

In recent weeks, the bank 
has raised eyebrows with its 
planned $1.2 bn acquisition of 
Montgomery Securities, a 
price that is considerably 
higher than that paid in sim- 
ilar deals by other banks. 
However, the financial 
effects of the Montgomery 
deal have generally been dis- 
regarded by US bank ana- 
lysts as being too small to 
cause any serious concern. 

The stock market had 
been expecting earnings of 
around $1 a share, and 
pushed NationsBank's stock 
up $1%, to $67%. Among 


other bank shares to rally on 
earnings news, First Chicago 
NB^s stock climbed $1A to 
$64 A- The midwest's biggest 
bank reported earnings of 
$1-20 a share, up from $1.09 a 
year before. 

NationsBank's advance 
reflected a 25 per cent rise in 
net interest income, to JZbn, 
and a 27 per cent increase in 
non-interest Income far the 
quarter, to nearly $i.2bn. 
The company said its effi- 
ciency ratio - the ratio of 
non-interest expenses to 
total revenue - fell in the 
latest period to 53 per cent, 
against 54.3 per cent a year 
ago. 


By Geoff Dyer In S5o Paulo 

A consortium led by Gas 
Natural, the dominant ga« 
distributor in Spain, won an 
auction yesterday to boy the 
two gas companies owned 
by the Brazilian state of Bio 
de Janeiro, for R$622.2m 
(USS576m). 

The sale of Companhla 
Estadual de G 6a (CEG) and 
Riog&s, both gas distribu- 
tors, represents the first pri- 
vatisation of state-owned 
gas companies in Brazil and 
underlines the gathering 
pace of the country’s priva- 
tisation programme. 

The w innin g consortium 


also included Iberdrola, 
Spain’s second largest elec- 
tricity company. Gas Natu- 
ral’s largest shareholder is 
Repsol, the Spanish oil and 
chemicals group. 

A total of six consortia, 
grouping 29 companies, took 
part in the auction. Bidders 
had to put in offers for both 
companies, with the winner 
being the highest combined 
bid. 

The auction, at the Rio de 
Janeiro stock exchange, was 
delayed after a Judge 
awarded an injiwif-tirm sus- 
pending the sale resulting 
from a legal action taken by 
a Communist party state 


deputy. But the state gov- 
ernment succeeded in over- 
turning the injunction yes- 
terday morning. 

CEG is responsible for the 
supply of gas for the Rio 
Metropolitan region. It has 
559,000 customers and dis- 
tributes 1.7m cubic metres 
of gas a day. The company 
hopes it will make its first 
profit of tbe decade this 
year. 

Riogds was created last 
year as a partnership 
between tbe Rio government 
and Petrobrfis, the federally- 
owned ofi and gas company, 
to supply gas to industrial 
customers in the state. 


AMERICAS NEWS DIGEST 


Raytheon to sell 
units for $750m 

Raytheon, the US aerospace and engineering SFWP. te 


seumK tnree uv luc « - - . - 

receiveables. of its Appliance Group wnt fora trtaltf 
$750m, as part of moves to sharpen its 
said it was selling the unit's home appliance, heating and 
air conditioning, and commercial cooking segment to 
Houston-based Goodman Holding for $550m ineaah. 

The Appliance Group will alsosdl receivablra to an . 
undisclosed party for $2Q0m. Raytheon said it . 

retain Appliance Group’s commercial tewrfiY andetec* 
tronic controls segments. The company s^d thetwo Mg- 
merits combined accounted for 20 per cent of Appuance 
Group's revenues and 50 per cent of its earnin gs in 1 99fL 
Raytheon said it was continuing its strategic assessment 
of the two businesses. 

The company said the proposed sale, which It expected 
to complete in its third quarter, was subject to govern- 
ment approval. AP-DJ. Lexmgton 

■ MEDIA 

Gannett surges in quarter 

Gannett, the US media group, said yesterday that its 

newspaper businesses posted record operating profits fear 
the second quarter. Operating cash flow from newspapers 
jumped 25 per cent, quarter-on-quarter, to $3Q3m. boosted 
by strong advertising demand, a 26 per cent reductionixi 
newsprint expenses, strong performance at its USA Today 
newspaper, a favourable comparison at The Detroit 
News, Gannett said. 

The company said broadcasting cash flow grew 18 per 

cent, quarter-on-quarter, to JilLTm, on revenues of 

$1 89.2m, a 7 per cent Jump. It also said it expected to com- 
plete the acquisition of Army Times Publishing in the 
third quarter. - • • 

Gannett the comments on the release of second- 
quarter earnings, which totalled $194. Tm, or $1.33 a share, 
against SlSOm, or $1.07, in the same period last year. The 

First Call consensus of estimates for the quarter was 

earnings of $1.35 a share. Reuters. ArUngton 

■ TELECOMS 

Telcel to invest $160m 

Telcel, the Venezuelan cellular telephone company, is 
launching a six-month, $160m investment {dan to expand 
significantly its service throughout the country in 
response to unexpectedly large demand. It said It would 
double its capacity to process domestic calls and Increase 
its coverage, making its service available to 90 per cent of 
the population by the end of the year. 

Telcel and its competitor Movllnet, a subsidiary of the 
tele cpimnimlcgtlonfi company CANTV, have experienced 
bottlenecks in their ability to process calls in recent 
months, leading to complaints by customers. 

The number of cellular phone users in Venezuela has 
rocketed in recent months as the country comes out of a 
six-year recession. According to ConateL the regulatory 
agency, the number of cellular phone users has increased 
from 450.000 in 1995 to just over 800,000 currently. Vene- 
zuela has one of the highest cellular phone market pene- 
trations in Latin America. 

Telcel, part of the Cisneros Group of Companies, a 
media and consumer products conglomerate, has more 
than half of the Venezuelan cellular market. 

Raymond (Mia. Caracas 

■ ENERGY 

Enron Oil declines 

Enron Oil & Gas, the US energy group, said its second- 
quarter net income, discretionary cash flow and net oper^ 
a ting revenues were lower than in the same period in 1998 
primarily due to lower gains and proceeds from property 
sales and other marketing net income. 

The group, which is majority owned by Enron Corp, 
reported second-quarter net income of $24.6m. or 16 cents 
a share, against $47.6m, or 30 cents, In the year-ago 
period. Discretionary cash flow was $123£m in the quar- 
ter, down from $i76-5m in the year-ago quarter. 

Enron Oil said it was an schedule to meet its 1997 tar- 
geted volume growth. "We are very pleased with the 
results of our programme in North America during the 
first half of this year and excited about our prospects as 
we enter the second half,” said Mr Forrest Hoglund, chair- 
man and chief executive. The company said total North 
America equivalent production increased more th«p 9 per 
cent in the first half of the year compared with a year - - 
8JSO- Reuters, Houston 

■ ENVIRONMENT 

New Waste Management chief 

Waste Management, the US-based waste disposal group, 
has chosen Mr Ranald LeMay, currently president and 
chief operating officer at Sprint, the US telecoms group, 
as its c hai r man and chief executive. He will replace Mr 
Dean Buntrock in both posts. 

Sprint said Mr William Esrey, 57, Sprint chairman and 
chief executive officer, would assume responsibility for * 
both the chief executive and chief operating officer posi- 
tions following Mr LeMay*s departure. 

Mr. Buntrock, who is 66. first retired as chief executive 
of Waste Management in June 1996. but re-assumed the 
posttfon in February after Mr Philip Rooney resigned as 


satofled investors, including Mr George Soros, the inter- 
national financier. Agencies. Chicago 


CHIA HSEN CEMENT CORPORATION 

Global Depositary Receipt 
Issued by 

Morgan Guaranty Trust Company of New York 
Public Announcement of Issuing New Shares 

On May 8, 1997, the onJinary sbardwWers meeting of Chia Hsta 
Cement Corporation resolved to increase paid -in capital of NTS 
291.632.900 from un ap propriated retained earnings by dedaring stock 
dividends of 29,163 .290 common shares. 

Application far such issuance was approved by (be Securities and 
Exchange Commission of (he R.O-C. on June 12, 1997. 

Tbe record date far distribution of new shares is July 16, 1997. Stock 
dividend paid out of retained earnings shall be distributed on die basis of 
50 new shares per 1 ,000 registered shares owned, according to die 
records of holding shown in die shareholders’ register as the record date. 


GDR-Hokiert will receive: 

• Gl^ts distributed ftom Retained Reserves -appr 43 GDRs per 1X100 
GDRs owned (I). 

Nate: if the number of GDRs tn which any GDR-Hokler is entitled is 
DM 100 or m integral multiple thereof, dw Dqpaeituy shall 
endeavour to arrange far the sale of such shares and tbe net (xocceds 
of sale shall be distributed to die GDR-Hddcr codded thereto. 

- Remaining cash 

11 1 20% RjO.C. widdmJding tax will be chatged on the per value of 
the stock dividend out of retained earnings received by a non- 
resident GDR-Hokler. In aider to cover this withholding tax, 
approximately 7 out of each 50 GDRs attributed will be sold. 
Distribution of new shares and cash is expected to be around nrid- 
Scptembar 1997. depending upon tbe date of registration approval from 
the R.O.C. Ministry of Economic Affairs. 

Depositary: Morgan Guaranty Trust Company of New York 
Avenue dec Arts 35, 1049 Broods Belgium 

JP Morgan 
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US long-distance telecommunications groups are finding it difficult to break into new markets 

Baby Bells cling to their local monopolies 

T f the level of competition the state's local calls. SNET, developments reflect the on which local carriers had standards and other require- , 

+V>a Man, nn +V 10 ntW Vim Ium. nf nail aanaatt,. «« U.>;« (m. swp in me legal nro- 


I f the level of competition 
in the New England 
state of Connecticut Is 
anything to go by, it could 
take years before newcomers 
such as MCI make meaning- 
ful headway in the local tele- 
phone business. It is that 
dilemma, more than any- 
thing else, that could eventu- 
ally force the sort of regula- 
tory changes that the 
country's second-biggest 
long distance company 
called for last week to make 
competition a reality. 

Connecticut has provided 
something of a test case for 
competition in the local tele- 
phone business for some 
time. Southern New England 
Telecommunications, the 
state's local carrier, has 
always stood outside the Bell 
system, and its monopoly on 
local pails was broken three 
years ago by state regula- 
tors. 

Rivals, though, have found 
it almost impossible to break 
into Connecticut, taking 
only a minuscule portion of 


the state's local calls. SNET, 
on the other hand, has been 
highly successful in stealing 
long-distance customers, 
s i g nin g up around two out of 
every five telephone users in 
the state - a fact held up 
last month by Mr Reed 
Hundt, chairman of the Fed- 
eral Communications Com- 
mission, as an indication of 
the effects that competition 
could eventually have 
around the country. 

It is this one-sided effect of 
competition that lies behind 
the two events that have hit 
the US telecoms industry in 
the past two months: 
AT&T’s discussions, eventu- 
ally abandoned, about a 
merger with SBC Communi- 
cations, and MCl’s 
announcement that it would 
lose $800m this year, and 
probably as much again in 
1998, from its efforts to break 
Into local markets. The lat- 
ter reverberated across the 
Atlantic, shaking the $20bn 
merger plans of MCI and BT. 
_ Both the AT&T and MCT 

jv MiJ tJt* 


developments reflect the 
apparent vulnerability of 
long distance companies to 
competition in their core 
markets and the difficulties 
they have had in breaking 
into local railing since the 
passage 18 months ago of the 
Telecommunications Act 

According to MCI, those 
problems stem almost 
entirely from a rearguard 
action by the Baby Bells, 
whose monopolies on local 
calls are* proving tough to 
crack. The Act sought to 
entice the Bells to allow 
newcomers into their mar- 
kets by offering the carrot 
that only then could they 
offer long-distance calling 
within their own geographic 
regions: that, though, has 
proved too weak an induce- 
ment 

There is certainly some 
truth behind this claim, it 
was a legal challenge by the 
Bells that has in effect 
blocked an FCC order, 
adopted last August, that 
out tbe fina ncial terms 


on which local carriers had 
to sell capacity on their 
exchanges to rival compa- 
nies. allowing competition to 
take place. 

Almost as important have 
been the technological and 
marketing difficulties faced 
by companies as they try to 
break into markets domi- 
nated by competitors. In the 
highly charged political 
atmosphere that has 
resulted, it is often impossi- 
ble to tell whether the obsta- 
cles have been erected delib- 
erately or whether they are 
natural teething problems. 


A complaint from all 
newcomers, for 
Instance, has been 
the delay and expense 
involved in installing tbe 
systems needed to switch 
customers from a Baby Bell 
to a new competitor. In 
response to MCTs complaint 
last week, the FCC said that 
it already had a study under 
way into "the possibility of 
estab lishi ng performance 



standards and other require- 
ments” for these electronic 
.systems. 

Whatever the root cause of 
these problems, most Wall 
Street analysts believe that 
the difficulties have been 
clear for some time - and 
that MCI and Its proposed 
partner, BT, should have 
anticipated them. 

: there is anything 

wrong; it is that there was 
too much optimism and 
unrealistic expectations all 
around, including in con- 
gress," says Ms Anna-Maria 
Kovaca. an analyst at Jan- 
ney Montgomery Scott 
- Besides greater regulatory 
scrutiny of whether techno- 
logical issues are being used 
as a barrier to competition, 
two things in the coming 
months could serve to break 
the deadlock. Foremost 
would be a decision from a 
-Federal appeals court on the 
block that has been put on 
last August’s FCC order. The 
issue Is expected to end up 
In the Supreme court 


Each step in the legal pro- 
cess, though, brings closer 
the point when the final out* 
line of the regulatory 
playing field comes into 
view. Even if long distance 
companies do not get all 
they want, they will at least 
not face the uncertainty that 
curp ently obscures the land- 
scape. 

The second possibility is 
that more regulatory Inter- 
vention, particularly at the 
stafo level, could force com- 
petition to take root more 

25S? y ' 10 Connecticut, 
SNET’s stranglehold on the 
local calling market Is under 
threat from a state-wide bal- 
lot, called for early next 
year, that will require every 
resident to choose who they 
local carrier, 
2“ s ‘ at « may be far 
behind^ but moves like this 
f“8Rest that the sort of rega- 

McPtn 8 ? 00 calIe< * for by 
S i, open U P loan mar- 

Kets may eventually follow. 

\ Richard Waters 
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COMPANIES AND FINANCE: UK 


ICI changes the formula with £1.7bn sale to rival DuPont as it aims for leadership in speciality chemicals 


Disposals throw out bad performers 


By Roger Taytor 

Mr Charles Miller Smith, 
chief executive of Imperial 
Chemical Industries, yester- 
day got himself out of a tight 
corner by announcing the 
$3bn disposal of two indus- 
trial chemicals businesses - 
titanium dioxide and polyes- 
ter - one week before the 
company's interim results. 

After repeated analysts’ 
profit downgrades this year, 
ICI issued a trading state- 
ment yesterday accompany- 
ing the disposal announce- 
ment. which said interim 
profits would be marginally 
below market expectations 
at £160rn - less than half last 
year's figure. 

Analysts described the fig- 
ure as awful but ICI ran now 
brush criticism aside and 
say that it is all history. The 
divisions most responsible 
for the poor result are the 
ones being sold to DuPont of 
the US. 

The trading figures illus- 
trate why Id has been so 
keen to sell its industrial 
chemicals businesses and 
remake itself as a leader In 
speciality chemicals. 

Mr Miller -Smith said yes- 
terday the chemical industry 
was becoming polarised 
between the bulk industrial 
chemicals companies such as 
DuPont and the suppliers of 
higher margin, specialist 
products. He was clear 


which side of the divide he 
wanted to be. 

In Industrial chemicals. 
ICI has had to endure savage 
swings in prices and a big 
exposure to currency move- 
meats. The rising value of 
the pound cost ICI £9Qm in 
the first halt it said m its 
trading statement. Moving 

into specialist chemicals 

would mean more consistent 
gamings and reduced cur- 
rency exposure since prod- 
ucts t ende d to be manufac- 
tured and sold locally. . 

The first part of ICI's 
transformation was the 
£4.9bn acquisition of Uni- 
lever’s speciality chemicals 
business last week. 

The second, and arguably 
harder, part was selling the 
industrial busi- 

nesses. Industrial chemical 
prices have been falling for 
two years and Id and ana- 
lysts questioned the compa- 
ny’s ability to sell. 

The company has been 
under pressure to sell 
because of the $8-5bn loan 
f unding file Unilever acquisi- 
tion. It was forced to take 
the loan on relatively unat- 
tractive terms after a credit 
rating downgrade. 

Mr MiTler Smith said the 
day was now close when it 
would be able to refinance 
its debt but he accepted that 
it would not meet its target 
of maintaining interest cover 
of three times until next 


year. Analysts forecast inter- 
est cover of between two and 
three times this year follow- 
ing the disposal, which will 
be earnings enhancing and 
rising to. four times by 1998. 

Freeing the balance sheet 
is vital for Id’s expansion 
plans. The strategy now, Mr 
Miller Smith said, was to 
buy smaller, speciality com- 
petitors in whose market 
there was considerable room 
for consolidation. In adhe- 
sives, for example, where ICI 
will be the second largest 
company with market lead- 
ership for industrial prod- 
ucts. h has a market share 
of just 6 per cent. 

ICI has made clear that 
this will not be the end of its 
disposal programme. But 
analysts said it had sold the 
best businesses in the divi- 
sion. 

The remaining industrial 
chemicals businesses, with 
sales of about £2bn, plus the 
explosives and the regional 
businesses, with sales of a 
further £ibn, might raise up 
to £L5bn. 

However, Mr Miller Smith 
said the sale to DuPont 
meant that ICI was no lon- 
ger a forced seller and could 
now afford to wait for the 
best opportunities. The heat 
is off, for the time being, and 
ICI can begin to focus on 
building its new business as 
much as on selling off the 
last bits of the old company. 


ICfc the trans f orm ati on so far 

‘OkTKM 1996 sates 


FtogtonalE £1h8bn . 


, Ex plo siv es £0.74bn 

Costings £2.31 bn 


£4.9bn acquisition of Unilever’s 
specialty chemicals 

National-. Crosfleld CtL 2 lbn 

Unfcbema £Q.4atm 
Quest £0.7bn 



Source: Company 


DuPont still sees money in white pigment 

Tracy Corrigan In New York looks at how the acquisition will fit into the US group’s global strategy 


DuPont, the largest 
chemicals company in the 
US, Still Hi hike It ran make 
money in industrial chemi- 
cals. Its acquisition yester- 
day of ICTs white pigment 
business outside North 
America and its global poly- 
ester business shows how 
far the strategies erf the two 
chemicals groups have 
diverged. 

“ICI has chosen to move 
towards the consumer end 
of the business.** said Mr 
John Eriil. DuPont’s chief 
executive. “Our strategy is 
to take some of our busi- 
nesses where we have a 
strong position and low cost 
base* glohal.7, He rsaid the 


restructuring in the past 
three to four yean had left 
DuPont with “16 to 17 busi- 
nesses, most of which are 
very strong globally.” 

Mr Krol implied that the 
re stru c tu r in g of the chemi- 
cals business was now com- 
plete. He said: the group 
would now focus on the life 
sciences business which was 
formed last year from its 
agricultural products and 
pharmaceuticals businesses. 
“It is part of our strategy to 
strengthen that business. 
This could include alliances 
and acquisitions." 

DuPont’s radical restruct- 
uring in the past few yean 
included the sale of under- 


performing assets, job cuts 
and plant closures, resulting 
a savings of $3bn annually 
in fixed costs. 

Businesses sold include 
printing and publishing, 
coal, electronics and medical 
devices. DuPont “has done a 
good job of streamlining its 
assets,” said Mr Christopher 
Willis, chemicals analyst at 
Schraders. 

Despite the restructuring, 
DuPont’s business remains 
broad-based. Conoco, its ofi 
and gas business, is a strong 
contributor to profits, prod- 
ucing revenues of fZSbn, 
more than half the group’s 
total. The businesses 
acquired from ICI ar»;,i>y j 


comparison, expected to 
realise revenues of about 
S3.5bn. 

There has been wide- 
spread speculation among 
analysts that the oil busi- 
ness could be spun off. Mr 
Krol said he believed the 
restru c turin g bad been thor- 
ough and lie did not foresee 
any disposals. 

But the most significant 
step of recent years was the 
1995 repurchase of Sea- 
gram’s stake in DuPont The 
fg.ebn transaction was 
“done at an extremely 
attr a ctiv e price and had a 
very positive impact finan- 
cially,” : said Mr Willis. 
“DuPont basically bought 


back 25 per cent of the stock 
at a cheap price. It was one 
of the most successful share 
buy-backs ever.” 

The repurchase had the 
short-term effect of making 
its balance sheet appear 
highly leveraged, by reduc- 
ing the value of shares, but 


RESULTS 


Price to pay 
for low-hassle 

Tioxide exit 


the company enjoys a strong 
cash flow, and had repaid 
the debt incurred in 1995 by 
the start of the year. The ICI 
acquisition is expected to 
dilute earnings by less than 
1 per cent in 1998 and to 
boost earnings the following 
year. 


By Ross Tie man 

Few thought ICI would find 
such an elegant exit from 
the tricky business of colour- 
ing paints, plastics and 
paper. But the price of a low- 

hassle exit may be a bigger 
write-off than the company 
had hoped. 

Previously. ICI had 
bravely talked of floating off 
Tioxide, its titanium dioxide 
manufacturing business, 
next year with an asset 
value of £700m (Sl.iabn) 
being the best guide to what 
it would fetch. 

But after an 18-month 
slump in the price of tita- 
nium dioxide that pushed 
many of tbe world's manu- 
facturers into loss, ICI's 
operations among them, per- 
suading investors to buy the 
business could have been 
tough going. 

Yesterday's agreement to 
sell aU tbe operations out- 
side North America to 
DuPont prorides ICI with a 
much simpler exit. It was 
also seen ns a clever strate- 
gic move by DuPont. The US 
chemicals group is already 
tbe world's biggest titanium 
dioxide producer, with about 
22 per cent of a world mar- 
ket consuming 4m tonnes or 
the whitener every year. 

It has agreed to pay S750m 
for all of ICI's operations 
outside North America. In 
addition, it bos agreed to 
guarantee that ICI will 
receive at least $l50m for its 
residual North American 
business, promising to make 
up the difference if a lower 
price is achieved. 

In effect DuPont has 
underwritten ICI's exit for 


no less than S900m. 

ICI world’s second* 

jarEest titanium dioxide pro- 
aucer. DuPom is buying 
Ef^v a total capacity 

betS^S 00 4 tonai ' s ' divided 
S*' eBn sites m the UK. 

|Win. Italy. Malav- 
sia and South Afncy. where 
d has a jouu venture with 
* n 1996 these plants 

S2TS - lEss of 

£12m, on sales of £5asm. The 
previous year, they made 
profits of £5lm. 

TTie deal will give DuPont 
long-sought manufacturing 
capacity in Europe, as well 
as additional operations in 
east Asia, lifting its share of 
the world market to about 35 
per cent. 

Such a large market share 
is certain to attract the inter- 
est of the US Federal Trade 
Commission and the Euro- 
pean Commission. Mr 
Charles Miller Smith, chief 
executive of ICI. said: "There 
are clearly going to be 
issues, but we are confident 
we are going to get through 
them.” 

But the risk of regulatory 
opposition stopped DuPont 
buying ICI's US Tioxide 
assets. These amount to a 
market share of 120,000 
tonnes a year, partly met 
from ICI's share of produc- 
tion at a 100,000 tonne plant 
in Louisiana, jointly owned 
by Kronos. a subsidiary’ of 
NL Industries of tbe US. ICI 
paid S205m for its half of the 
Kronos plant 4’= years ago. 

Overall, tbe UK chemicals 
group now expects a book 
loss on the sale of its tita- 
nium dioxide business of 
E140m. and to write-off good- 
will of £130m. 




Pro-tax 
profit (Eh) 


EPS (p) 


Current 
payment (p) 


Dab of 
payment 


Dividends ■ 
Corresponding 
(Mend 


Tout tor 
you 


Total last 
rear 


Ashtead 

Yr to Apr 30 

147.6 

(95.0 ) 

28.3 

116.84 ) 

16t 

(13) 

253 

Oct 8 

2.42 

3.65 

3.07 

Cavaghan & Bray _ 

Yr to Mar 31 * 

134.4 

(80-6 1 

5.214 

(1.74L4) 

5.421 

(3m> 

2.7 

Oct 3 

2.7 

3.7 

3.7 

Efe & Ewerard 

Yr to Apr 30 

645.3 

(584.1 ) 

29.6 

(25.6 ) 

22.7 

(20) 

6.7 

Oct 6 

62 

10 

92 

lorioa 

_ 6 irtta to May 31 

52fl 

(18 J 

0.8894 

(0.6 ) 

1.151 

(7.1 ) 

2.5 

Sept 1 

25 

- 

7.5 

Partners 

Yr to Mar 31 

30.7 

(27) 

2 

(1-17 ) 

33k . 

, (14H ) 

• 

- 

- 

- 

- 

Prouder Land ....... 

■n 6 mtto to Mar 31 

558 

(5.6) 

153L 

0.08L) 

3J23L1 

<2.71 ) 

- 

• 

• 

- 

- 


Earnings shown basic. Dividends shown net Roues In brackets jre for corresponding period. 4 After exceptional charge. ft)n increased capM a- C omparatives for It 
■manta- 6Ahi stock • 
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INTERNATIONAL. CAPITAL MARKETS 


Dollar strength drags down Europe 


'"government - bonds 


By Krishna Guha and 
Vincent Boland in London 
and John La bate in New 
York 


European bond markets 
were dragged downwards 
yesterday by the strength of 
the dollar against the 
D-Mark, which pushed 
bunds lower. Other markets 
fell in tandem, with some 
profit-taking after recent 
gains in BTPs and gilts. 

German bunds feu back 
after the dollar rose 2 pfen- 
nigs to DM1.79, leaving 
investors nursing currency 
losses and raising fears that 
the Bundesbank may raise 
interest rates to bolster the 
]>Mark. 

'Hie benchmark September 
futures contract fell 31 basis 
points to settle in London at 
102.67, and continued to fall 
further in late trading. The 
10-year bund yield, which 
had tested the 5.5 per cent 
barrier last week, rose to 
about 5.57 per cent 


December interest rate 
futures fell by 0.1 to settle at 
96.64 at Liffe, imply ing a 36 
basis point tightening by the 
end of the year. 

Bunds took their cue from 
the currency market. But 
traders said there was also a 
“lack of confidence in Ger- 
many’s ability to reach 3.0 

per cent" - fh<» martmum 
deficit permitted under the 
Maastricht treaty. 

Mr David Brown, chief 
European economist at Bear 
Stearns, said the impact was 
strongest at the front end of 
the yield curve. Short-dated 
bunds were “trashed” by 
fears of German rates rising 
"sooner rather than later" to 
curb inflationary pressure 
from the weak currency. 

The 10-year bund spread 
over two-year bunds nar- 
rowed to 196 basis points. 
Some analysts said the yield 
curve could flatten further, 
to about 175 basis points. 

However, others said that 
volumes were light, and 
most real money accounts 
remained on the sidelines. 


Mr Mark Fox. chief Euro- 
pean strategist at Lehman 
Brothers, said the dollar had 
risen by only 4 pfennigs 
since July 4 - a "significant 
move, but not an enormous 
one”. 

ITALIAN BTPs tracked 
the German bond and cur- 
rency markets lower, with 
the September futures con- 
tract closing 0-49 down at 
136.29. Talks on reform of 
the country’s pension sys- 
tem. seen as an important 
part of Italy's attempts at 
“structural convergence" 
ahead of European monetary 
lminn. resume today. 

Analysts said the outcome 
would be a crucial pointer 
for bond markets, and the 
talks are set to run into 
negotiations on the 1998 bud- 
get with a lot of political 
horse-trading. 

The FRENCH BOND mar- 
ket which was closed yester- 
day for the Bastille Day holi- 
day, is expected to open 
lower today. 

UK GILTS surrendered the 
strong gains of Friday, fall- 


ing sharply in spite of 
benign producer price infla- 
tion figures, which showed 
output prices Tell by 0.2 per 
cent in June - the biggest 
monthly fall in a year. 

The benchmark September 
gilts futures contract fell 
& to settle in London at 
114 i- The 10-year gilt spread 
over German bunds widened 
3 basis points to 164 points 
as investors concentrated on 
the risk of higher interest 

rates to curb consumer 
spending. 

Analysts said gilts offered 

"excellent relative value”. 
The market was being buf- 
feted by supply consider- 
ations - rising on Friday on 
news that there would be no 
third-quarter issue of 10-year 
gilts and falling yesterday in 
anticipation of a forthcom- 
ing issue of popular 21-year 
gUts. 

Trading in IRISH GILTS 
was quiet, with analysts 
pointing to a lack of new 
paper. Redemptions are run- 
ning far head of new issues 
and the government's com- 


fortable budget position 
means that it does not need 
to tap the market 

The strength of the punt 
and uncertainty about where 
it will settle against the 
D-mArk and sterling, kept 
foreign investors at bay. But 
Mr Oliver Mangan, at AIB 
Group Treasury in Dublin, 
said investors in the market 
are sitting tight, and domes- 
tic buyers are ready to snap 
up any new paper. 

US TREASURIES edged 
lower in very light morning 
trade volume. By mid-after- 
noon the benchmark 30-year 
Treasury bond had slipped h 
to 101£. sending the yield 
higher to 6.531 per cent. 

In shorter-term trading, 
the two-year bill feU i to 
101 i*. yielding 5S78 per cent, 
while the 10-year bond was 
down A to 102 S. yielding 
6.224 per cent 

An early-morning release 
by tbe Atlanta Federal 
Reserve bad little impact on 
the market, despite a strong 
growth component. 

Analysts are now more 


concerned with price data 
than economic growth, as 
they have become used to 
solid growth figures without 
strong upticks in inflation. 

The Treasury market 
opened lower after overnight 
selling in the Middle East. 

The dollar strengthened 
against European curren- 
cies. ‘There’s a safe haven in 
the US market and Trea- 
suries are holding." said Mr 
Richard Gilhooly, interna- 
tional bond strategist at 
Paribas Capital Markets in 
New York. 

Tuesday will mark the 
beginning of what could be a 
more volatile period with the 
release of important eco- 
nomic reports, beginning 
with June retail sales. One 
survey of economists pre- 
dicts retail sales will be 
unchanged for the month. 

On Wednesday, the con- 
sumer price index for June, 
industrial production, and 
capacity utilisation reports 
will also be issued. Soon 
after, housing starts for June 
will also be released. 


CAPITAL MARKETS jjEWSDIGEST 

Bouygues funds 
telephone network 


A FFrlSbn loan for Bouygues Telecom, part of the French 
construction group Bouygues. has gone into gpneral syn- 
dication. The proceeds will finance the construction and 
developm ent of Bouygues* telephone network. The com- . 
pany is France's third largest mobile telephone operator, 
after France Telecom, the state-owned company, and 5*n. 
part erf the Compagnfe G6n6rale des Eaux group. 

Just over a year after the launch of its network. Bouy- 
cues Telecom cla ims to have more than 200.000 subscrib- 
ers to its DCS 1800 service, a system that is less widely 
used the international GSM standard. Earlier this 
month the company started offering Its services m the 
Normandy region, in addition to existing services in the 
Paris. Rhtae-AJpes and Cote d’A2ur regions. 

Banque National® de Paris. ABN Amro. J.P . Morgan ana 
Westdeutscbe Landes bank are arranging the 10-year loan. 
Ten other Hanks are participating as co-arrangers. 

Snmcr Iskondar. Pans 


■ EUROPEAN MONETARY UNION 

UK ‘less likely’ to join 


Brazil launches debut 
sterling 10-year offer 


New international bond issues 


Amount Coupon Price Matvftjr Fees Spread Book-. 


■ US DOLLARS 


INTERNATIONAL BONDS 


By Edward Luce 


Brazil topped the bill on an 
otherwise lacklustre day 
with its first sterling denom- 
inated offering. The £150m 
10-year bond, Brazil's fifth in 
a European currency to date, 
was priced to yield 275 basis 
points over 10-year gilts. Bra- 
ze had earlier postponed the 
deal after the Bank of 
England raised interest rates 
by 25 basis points last week. 

Worries over the trajectory' 
of the UK market bad clearly 
subsided by yesterday and 
syndicate officials reported a 
steady opening session. 


"Brazil has prepared the 
ground quite carefully in the 
UK so it was not a bolt out 
of the blue." said a banker at 
BZW. joint book-runner with 
Credit Suisse First Boston. 
About 60 per cent of the 
paper went to UK institu- 
tions, with demand reported 
from Switzerland, the middle 
east and offshore US 
accounts. 

Officials said the paper 
was trading flat to its re- 
offer price in the secondary 
market yesterday. Brazil 
becomes the third Latin 
American borrower to tap 
the sterling market after 
Mexico and Argentina. The 
UK market is considered one 


of the most difficult for 
emerging market borrowers 
owing to the conservative 
outlook of many UK institu- 
tions. Argentina's 10-year 
bond was issued at 280 basis 
points over gilts and has 
since tightened by about five 
basis points. 

Elsewhere. GENERAL 
MOTORS followed Denmark, 
KfW and the European 
Investment Bank by 
choosing to issue D-Marks in 
a six-year maturity. The 
DM250m issue was priced to 
yield 32 basis points over 
bunds. 

“Investors are moving 
down the credit curve and 
up the maturity curve to get 
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The chance of the UK joining European monetary union 
in the first wave has fallen sharply- according to the bond 
markets. The JJ». Morgan Emo calculator, which esti- 
mates the probability of a country' joining Emu by exam- 
ining the spread between government bond yields, puts 
the likelihood at only 0.23 per cent - down from 0.39 per 
cent 20 days ago. 

UK bonds have missed out altogether on the latest 
p hase of Rmn convergence, which brought the spread on 
10-year Italian BTPs down to a new intra-day record low 
of 83 basis points over bunds yesterday. Ten-year gilts 
now yield 164 basis points over bunds. Analysts say the 
recent "extraordinary" strength of sterling and the pros- 
pect of sharply rising interest rates all but rule out partic 
ipation hi Emu in 1999. Krishna Ouha. London 


■ FIRST-HALF FUNDRAISING 

M&A surge fuels boom 


Fnri terms, non-cafafcto unless stated. Yield spread 'over relevant g o vernm en t bond) at Lunch supoBed by lead manager. 
* links! ad. § Convertible. { floating-rate note. R: feed re-olfer pree fees shown X re-offer level a] Fixing on TTuxsoary. 
Exchangeable into ord shares of Aker Wartime a indicated premium o! 18-2236. Callable bom July 00 at par. al) 4fe-5k,K. 
b) 3-mth Ubor -lObp. D Long 1st coupon, a) Short ISl coupon 


more yield, so this was just 
what they were looking for," 
said an official at BZW. joint 
book with Deutsche Bank. 

ESKOM. South Africa's 
state-owned electricity util- 
ity. became the first South 
African entity to issue at a 


cheaper cost that its sover- 
eign with a R6bn zero-cou- 
pon bond. "The accrued cast 
of the offering came under 
the South African yield 
curve." said an official at 
DMB. joint book with 
Toronto Dominion. 


Hie paper was issued at 
just 2.45 per cent of its face 
value: “This sort of offering 
is good for investors who are 
positive on South African 
interest rates but don't want 
the full currency exposure." 
said the official. 


Some $1 4461m was raised on the international capital 
markets in the first half of 1997 through bond and equity 
issues and syndicated loans, according to figures pub- 
lished by International Financing Review, a trade publica- 
tion Tbe boom was fuelled by a surge In mergers and 
acquisitions activity, cross-border deals, and asset ration- 
alisation as companies restructured to become more 
global and competitive. It coincides with record highs on 
the world’s main stock markets on the back of confidence 
about the health of the global economy. 

Syndicated loans accounted for over half the iota), with 
$635bn raised. Bond issuers raised 5461 bn and equity issu- 
ers $S0bn. Western Europe and the US led the way in the 
volume of issuers, but emerging markets saw record 
activity. Vincent Boland. London 
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AustraCa 

IOOOO 

IQ V7 

124.4195 

-0.760 

6.67 

6.78 

7.35 

Austria 

5.750 

(WOT 

100.0000 

-0*20 

5.75 

5u7l 

585 

BNgiuin 

6.250 

03/07 

104.2800 

-0.330 

5.66 

5.62 

581 

Canada’ 

7250 

06/07 

109.1900 

-0.200 

6.00 

6.02 

6.51 

Denmark 

7.000 

06/07 

106*800 

-0.260 

-6.11 

6.13 

6*0 

France BTAN 

4750 

03/02 

0.0000 

- 

0.00 

4.44 

4.73 

OAT 

5.500 

04/07 

0.0000 

_ 

000 

5.40 

5.77 

Germany Bund 

6.000 

07/07 

103.5600 

■*0 080 

5.53 

555 

5*1 

Ireland 

8.000 

08436 

110*400 

-0.130 

6*9 

6.37 

6.69 

Italy 
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02/07 
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7.08 
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5.600 
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1.57 

1.56 

1.82 
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6.16 
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7350 
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1112926 

- 

6.44 

8.48 

6.97 

uk Gats 

7.000 

06/02 

99-12 

-a/32 

7.15 

7.11 

599 


7.250 

12/07 

101-05 

-19/32 

7.09 

7.01 

7.13 


B.000 

10/08 

114-12 

-22/32 

7.12 

704 

7*0 

US Treasury * 

6.625 

05/07 

102-28 

-3/32 

6*4 

6*5 

6.82 


6.625 

02/27 

101-03 

-ana 

6.54 

657 

6.88 

ECU (French Govn 

7.000 

04/06 

00000 

- 

aoo 

5.71 

604 


Strike 

Price 

Aug 

Sep 

CALLS - 
Oct 

Dec 

Aug 

Sep 

PUTS — 
Oct 

Dec 

10250 

0.4 3 

0*4 

0^7 

0.91 

0*5 

557 

1.32 

1-£8 

1O30U 

0.18 

548 

0*9 

572 

551 

0*1 

1.64 

1.97 

10350 

006 

n 9B 

026 

0*5 

0.89 

1.12 

2.01 

2J0 


Ere. vOL toW. GB«a 10330 Puts ZBDQ. Premia dDv'a open InL, Cefe 1B1440 Puls 22SG51 


Price todees 
UK Gate 

1 Up la S years |20J 

2 5-15 years (20) 

3 Over 15 years |6) 

4 Irredeemables (5) 

5 All stocks (51) 


UK Indices 

I — • Medium cotton yield - — High coupon yield — 


601 5 yrs 

638 15 yrs 

5.02 20 yrs 
7.34 bredt 
628 


— (jm coupon yield — ■ Medium coupon yield - — High coupon yield — 
JJ 14 Jul 11 Yr. ago Jul 14 Jut 11 Yr. ago Jul u Jul 11 Yf ago 


7.14 7.07 7-31 7.19 

7j0B 7.00 8.13 7.11 

7.08 7.00 8*4 708 

7.17 7.10 833 


7.13 7.36 7.26 7.20 

7.03 813 7 18 7.11 

6.99 8.22 7.17 7.10 


■ NOTIONAL ITALIAN GOVT. BOND (DTP) FUTURES 
(LUTE)- Ura 200m lOOlhs of 100* 


Index-taked 


— bdtathxi 9% — ■ 
Jul 14 Jul 11 Yr. 


Open Soft price Change High Low Eat vol Open ini 
Sap 13898 13629 -849 137.10 13812 48202 107586 

Dec - 10834 -049 - 0 1990 

■ fTALUH QOVT. BOND pTP) FUTWES OPTIONS (UFQ UnflOOn 1008a Of IQCto 

Strike CALLS PUTS 

Price Sap Doc Sep Dec 

8000 2634 0 

8050 27.84 0 

8100 2734 0 

ESI voi MM. Cafe SOB Pub 3800. Previous (tor s open mu Cafe B4220 Puts 10518? 


a Up to 5 yeans 12) 205.11 -0.05 20821 1.74 3.03 Up to 5 yis 3.68 3*6 2.88 2 96 2 

7 Over 5 years (ID) 198.60 -028 190.16 1.36 3.56 Over 5 yra 3*0 3.58 3*2 3.38 3 

8 AH stocks 113) 19822 -026 198.73 139 3.49 

Areraga pots rrcampncn y-ads ore drown ooewe Cowan Bands; Low: Ofe 71»%; Mature Btt-KPaK; Htglr 114J and Ortf 1 Rw weld yld Year darn 


— Win thru 104s 

JK 14 n y r . ago 

296 2.94 1.16 
3.38 3*6 3*1 


FT Fixed Interest Indices 


Gilt Edged Activity Indices 



Jul K 

Jrt 11 

Jul 10 

Jri9 

Jul 8 

Yr ago 

High- 

LOW 


JU 11 

JUl 10 

Jul 9 

Jul 8 

Govt. Secs. (UK] 

96 66 

97.15 

9517 

9688 

97 18 

92.83 

9751 

9331 

Git Edged bargains 

NA 

NA 

NA 

NA 

Ffaad bflsreet 

1S.C7 

125.00 

12517 

125*0 

12533 

11265 

12533 

11532 

6-day average 

NA 

NA 

NA 

NA 


London dosmg. Hew ’fort, reld-doy 


YWds; Local maker i 


t Qmn yndudtng -cfitKKtng La at MS pr cant payable by nerraadaml 

Pnoaa: US. UK m SCntfc amors ai Caomaf Scunx StanJanJ a Poona I 


Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEFFl 


e FTSE Wtm at oi^ Lu 1997. A» nteb reserved. ■ lor 1997. Orrewranorfl Socunbos high Unco convfedoic 137.40 (09/01 .’3a. tow 49 18 183/01 751. FUed Manor 
hqh shea co re pfe to e 133*7 <21/01*0. tow 5053 (tnui.TSl. Baw 10ft Gonanmant Seamus 15/1026 and Fbtod (ntarett 1B28. 9E octtaty ntm rabfend 1P74. 
Cil Edged mlurae d8te be ma re fe ble uoa ftattmr notice. 


Open Sett price Change High Low Esc voi. Open rrt. 
118*3 117*8 -0*3 11810 117*1 64.165 84.484 

101*1 -0*2 252 


FT/JSMA INTERNATIONAL . BOND SERVICE 


US INTEREST RATES 

Latest 


Lttasd are it* latest iniemaicnd bonds tor vrtfcji bos b adeouae secondary mala latest fete at 7S10 pm on Juft 14 


Treasury Bids and Bond Yields 


FaLtonds 

Fortturds a M awiilu ri 


8% 

On monffi — — ... 

Two month . 

- 

Iknyesr 

Tine year 

591 

582 

7t, 

Three nudL. — 

5.14 

Hn j oar 

515 

5% 

Sb mon8i 

530 

10-yea 

525 

One ytj 

551 

30-yea 

655 


■ NOTIONAL UK Ott-T FUTURES (UFFE)' C50.000 32r«fa ofl 00% 

Open Sett price Change ffigh Low Ebl vet Open int 
Sep 114-28 114-06 -0-21 114-30 114-03 64159 177149 


tssoed BO Offer Chg Yield 


Otter Chg Yield 


Oder Chg YWd 


US. DOLLAR STRAIGHTS 


Spain 7*4 03 . 


BOND FUTURES AND OPTIONS 
F iance 

■ NOTIONAL FRENCH BOND FUTURES (MATIF) FFr500.1100 (Jul 11) 


Dec - 113-26 -0-21 - - 0 112 

■ LONG QBJ FUTURES OPTIONS (UFTE) CS0.00Q 64016 of 100% 

Strike CALLS PUTS 

Price Aug Sep Oct Dec Aug Sep Oa Dr 

114 0-38 1-02 1-17 1-46 0-26 0-54 1-29 1-5 

115 0-12 0-36 0-55 1-18 1-00 1-24 2-03 2-3 

116 0-03 0-18 0-35 0-60 1-55 2-06 2-47 3-C 

Bit voL toot Cafe 2981 Put* 1380. Prevtoue day's open Ire, Cefe 38871 Pure TI22B 


Abbey Nall Traesry 6% 03 _ 1(00 100*4 10ft -if 8.44 Votssagen M Fh 7 03 . 
ABN Amo Bar* 7% 06 1000 103 10ft 6*6 World Bar* ft 03 


— 4030 111% lift ft 4*9 Abbey tta! Iteasuy 8 03 E 1000 10ft inij ft 


.1000 109 10ft ft 518 Btddr Lad ft 23 C 150 107 loft ft 8*9 

.3000 105 10ft ft 483 Damrfc6%98£ 800 9ft gft 7*3 

.3000 10ft 10ft ft 4*8 0apfaRn»w7l*03C 500 97^ gft ft 763 

.3000 111 till* ft 5*5 B8BQ3 £ 1000 10ft 103 7*8 

Rnord700£ 500 9ft 9ft ft 7*5 

, . , Owe Welcome ft 05 £ 500 10ft tOft ft 7*4 

-an 4ft 4ft ft 448 K£C takings 11*9 02 C 365 11S»j iiG ft 7J9 

1000 10ft 10ft 184 My 1ft 14 £ 400 127^ 13 7% -1 7*B 

WOO WS 10ft ft 182 <fepfln Dar Bk 7 00 £ — 200 9ft 9ft ft 73 

1000 10ft 10ft ft 1*8 Laid Sera ft 07 C — 300 lift lift ft 777 

_300 lift lift ft 405 OnaniftDIS 100 lift lift 783 

',222 ’IlJ* 204 *»»BBn8t03£ zso 1(W 5, 104 ^ ^ 7JS2 

1000 10ft 10ft 2.15 SwamTren 1ft 99 E .ISO 108li in? _L 773 



Open 

Settpnw Change 

High 

Low 

EsL voL Open fat 

Sep 

130 JO 

130.58 

♦0.14 

130.68 

130*8 

5994 

211.596 

Dec 

99.12 

99.26 

*0.14 

9928 

99.12 

650 

3.9*5 

Mar 

98.52 

9566 

*0.14 

98.52 

98*2 

2 


Ecu 

■ ECO BOND FUTURES (MATIF) ECUIOQ.OOO (Jul 11) 

Open Sett price Change High Low Est wol. Open PL 
Sep 87*4 97*8 +0.12 97*4 97.16 1*30 6*67 


LONG TERM FRENCH BOND OPTIONS (MATIF) (July 11th) 


Strike 

Price 

Jul 

- CALLS - 
Aug 

Sep 

Jul 

- PUTS 
Aug 

126 

4.72 

4.72 

- 

- 

am 

127 

3.72 

3.76 

- 

0.02 

0.15 

128 

2.73 

286 

- 

0.07 

0*8 

129 

1.79 

1.99 

- 

0*3 

0.53 

130 

0.95 

1*4 

- 

0.65 

0.96 


■ US TREASURY BOND FUTURES (CUT) 3100*00 32nrte of 10095 


Afncai Dev Bk ft 23 900 10ft 10ft 

Ateerre Rwmce ft 98 1000 10ft 1Q2l| 

Argutem ift 17 2000 115 lift 

Aden Dm Be* ft 05 750 9ft 99 

Autmaft CJ3 400 10ft 10ft 

BademWlfcati L-Fnft 00 WOO 10ft 104% 

Bammed ft 04 WOO 84% 91% 

Baric Ned Gemeartui 7 99 — WOO 101% 101% 

BayerVtoeMAftOO 503 10ft 10ft 

Be^um ft 03 WOO 9ft 9ft 

Brteh CCArttw 7% 02 500 105% 10ft 

Brian &b 0 21 1500 17% 17% 

Carafe B% 05 1500 100 100% 

Cfoung Kong Fin ft 9B 500 9ft 98% 

CHruft 04 1000 97% 9ft 

CretS Fonder ft 89 300 105 105% 

ES3 Japan Rdteay 6% 04 600 99% 99% 

EB QOS 500 9ft 99 



Open 

Latest 

Change 

K* 

Low 

EsL vol. Open tot. 

Sep 

114-05 

114-00 

-0-04 

114-07 

113-28 

308,787 

470.619 

Dec 

113-28 

113-21 

-0-03 

113-26 

113-17 

4,418 

30*52 

Mar 

113-09 

113-09 

-0-05 

113-09 

113-09 

4,129 

9,822 


EsL vol total, Cefe 30285 Pub 11778 Hswus dor's open 14. Cafe 96.415 Pud 131*99. 


Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFE)' OMg50.000 IQOtha ql 10095 
Open Sett price Change Ugh Low Eat vol Open Int 
Sep 103.07 102.67 -0.32 103.14 102*0 15800* 287741 


102.17 101.75 -0.31 102.17 101.75 3939 9218 


Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(UFE) Vi 00m lOOtho of 1QO% 

Open Close Change High Low EsL vgl Open irrt 
Sep 124*5 - - 124.95 124*7 81B n/a 

- LfFE futures a to traded an APT. M Open ktem e®*. m ter prevtous day 




.. Yldd-- .53iw*_ 

Iri Red Pn»f*or- Lee 


_ Hdd_ _£«**- 

Noki K BN PWa£*»- law 


-HUH- 

tetea pi H Price L *er- ngi Loa 


Steels" (Uses ip la RnYeaeg 


ExAISpc 1997. 


Cere lftpe 1999. 
Tnas a>2K ZDOO - 


irta 1 Ope 2001. 
Com- ftw2001 

Gav Style 2001 . 


finbflfefeVeaB 


**- 

7.® 

i/5 

IMA 



tn 

5U 

1D0A 


14.67 

667 

103*4 

- 

161 

tiKIOUfat 



721 

700 

1 



14 16 

7.07 

u»i 3 


11.31 

7.11 

10BA 


820 

7.i6ia3£ri 

W- 

- 

- 

100b> 

1 1 JM 

716 

1871] 


131 

7.06 

105Q 



512 

716 

96A 



IK 

717 

106% 

$ 

825 

721 

IKU 


563 

720 

184% 



1128 

7 7311S,VaJ 



U25 

697 

1054* 



781 

717 

183,1 



- 

- 

imi 



S2D 

723 

IflBfi 

— V 

661 

7.22 

1070 

— 4 

896 

722 

1088 

— — 

705 

7.17 

99, \ 

__A 

1122 

7.13106tLd 

— £ 

UK 

73 

lift 

— 

7.04 

7 IS 



57D 

723 

109,1 



881 

723 

lift 


836 

724 

iaril 


FmSflgftse 1999-4 
JOdi Cot S^teMW — - 


406 597 Bftfe 

4*1 7.17 113 


.... I07B >00,’, Tran 6tyK 2004# — - 690 7.11 W15 -M 88* 


Ilf 102% QBvftpcMK 8*6 7.15 11% -X 13S 

-* 105* 100A befeHJlipcTOOS.— t &73 7.15 120ii -« W)t 

-A 109)3 10ft TfSB 12»J9C 2BD-5 — 9^9 7*3 13% -% 129U 

lift I0S1 2 TressBIiScZDBStt 7*4 7.14 108fi 109% 

-A Mill 106£ QW Styx 2006 i a30 7.14 11V, -i! 118B 

-jL iCSii 97S T«jflrtc200Stt 732 7.12 lOa 1 ^ W3H 

-i- 100,1 993 HW 7%pt 20068 7.46 7.15 103! -fi 1»% 

-A 11313 1073 Trite Bpe20E-G« 7.7B 730 10Z3 -4 «*A 

-It I10{; 105S TrtWlftyie 2003-7 — 178 7*4 lZftll -ti 123* 

-% 99% 86i! TnwftpeWPff 7*6 7.T41«Usl -X 111* 

-% 11641 106 i Trite 7%pe20B7tt 7-17 ?« W1A -ft 

-% I04A 102jU Tretelftpe 3004-8 -i W17 7*3 13211 -U Wft 

-% 107% 103U Irate 9pe 2006# 797 7.11 114% -H 11« 

-% 13)2 115,1 Tra» Sue 2009 7.47 7.11 107ft -fi 107% 

-Jj Tlift 1053 Trate Style 2010# 679 7.11 92S -N 96% 

-fl 1043 IE Cow Ote In 2911 # 7.73 7.0 1168 -fl 117fl 

-ft 100ft 091} 

-ft I1» 3W 

-ft WO* 107, i n , y 

V 10ft ’Si Tims S# 2012#— 7*8 7.12 117ft -% lllft 
J 5t»e 2006-12# _ *29 8*5 87% -B »ft 

5 7^ lau T«o 61 2013# 7*8 7.10 10B,J -fi lO^J 

’Sg 1tate7%fe2D)2-l5#. 7*2 7.« Hfiji -% 10BS 

1 VI n Tbb Boc 101 5# 7*0 7*6 10BU -fi lWH 

TnteBtyKiOlT# 7AS 7.10 117% -U 116% 


tada-iMari M 

4%pc'S8# — fllto - 1*5 1 14ft 

Zlie-ffl — — * iw an im% 

2‘speui 17UI 299 3 BE 166% 

ftpeTO (718) 115 1*6 16ZB 

4%yC0(# — (13M an 1£3 116ft 

9C *08 S&a 338 1S18235B 

2ijpeU9 (788) 3*2 380 ITSfl 

2%n'H (74 q 3*5 3SB 180ft 

2>tfC*13 P92} 138 359 14® 

2%9e’l6 (61*3 3*9 159 1591} 

2%sc'20 (55. C? 344 in 1SJI 

Ztys-T*# WJ) 3.45 3*0126(14 

4ty»W#_*35.1) 144 359124JW 


- 3*5 J14ft _ J|4% jjjft 
1W an 1*1% -% 1KV, 179ft 


-ft 187," 190% 
-J, 164ft 175% 
-ft 120ft 114]} 

“ii 1®ii 183U 
-X 176ft IB4C 
-u 183ft 176ft 

-A 1981 13H1 
~il 161ft Utf. 

-ft 154ft 142 

-X 12BB 11?n 
J 2 128% 176ft 


Be4n Baric J3psi 6 02 - 
&®crt Oar 0»p 9% 98 . 

BosnCapUOOd 

Fed Home Loan 7% 99 . 
Federal Mai Mot 7A0 04 

fiftand7% 04 

Fo«d Motor Cmfe 8% 02 

Gererri MfeO 13 

NF%ianca5%99 

hfePrAn«rDevS%06 _ 
Wa-Awer Dm 7% 05 
W Rnase5% 99 — 

ray 6 03 

tty 6% 23 

Japan Dw a 8% 01 — 
Kara Sec Rawer 6% 03 
Maisuehita Bee 7% 02 - 

Msecs 9^ 07 

MMn Resia 9% 01 

Onbrio7%(B 

Ontario 7% 02 

Qa*Kortt*jar*8%0l 

PoRugel5%03 — 

Quebec Hjrio9%99 _ 

S4ST0SS 

SNCF9%9B 

Span 6% 99 

Swfei8l 2 03 

Tennessee IMey fi00_ 
TenneaeB«3*y6%05. 


.500 102% 103% 7.12 World Bart. 6% 02 

HID 101% 102% 605 World Bert. 7% 05 

2000 115 115% -% 9*9 

.750 99% 99 6*3 SWISS FRANC STTUUGHTB 

,400 1(B% 105% 622 Aster Ow Bar* 0 IS 

WOO 104% 104% 6*3 AufttaAbOO 

WOO 94% 91% 856 Deranartr 4% n 

WOO 101% 101% 6.14 BB3% 99 

.503 104% 104% 829 BB 6% 04 

WOO 95% 95% 6*6 RnteP 7% 99 

.500 105% 105% 844 Hetta Finance 3% 00 

1500 17% 17% *% 7*3 beteU 7% 00 

1500 100 100% 648 biter *iw Dm 4% 03 

500 93% 96% 889 QtebAa 

1000 97% 98% 7*7 OtebecHyebo50B 

.300 105 105% 810 SNCF704 

.600 99% 99% 869 Sweden 4% 03 _ 

500 98% 99 -% 825 WoU Bank 021 


— 800 99% 
_. 500 97% 


97% -% 763 


98% -% 7*5 


- 300 111% 111% 
1000 «6% 105% 
.100 115% 115% 
.600 W9% 110% 


400 127% 127% -1 7*8 

an 99% 99% -% 729 

an 111% ni% -% 777 

100 110% 110% 7*3 

290 1(W% 104% -% 7*2 

ISO 106% 107 -% 7.72 


23t Tctyc 0ec Perea- IT 0! £ isp jiu% j, 7.0 


Me TCNZFin9%tENZS 75 109% 


400 lift 116% -% 101 Wcrtf Bar*999NZS 2S0 103% 


900 106% 105% -% 642 Wtrtf Bar*7 01 


150 103% 103% 


. 100 103% 104% 
.490 122% 123% 
.500 Wft 1W 
.700 32% 3ft 
.800 115% 116% 


1W 2J90 
3ft -% 4.75 


4*5 Ct*dttocrt6DlFFr 

340 Danmark 5% 99 FFr 

2» Bac de France 5% 22 . 


-- 6000 105% 105% 
— 7000 103% 103% 


SOW 129% 130% t% 6*4 


2*5 HOATMG RAIE NOTES 


1800 64 84% ♦% 827 TBf STRAIGHT'S 
.1500 W2% 102% 609 8etgun599 


.1500 105% KS% 4% 649 Crw* Frrckr 4% 02 
.1500 108% 108% 850 ffiftOO 


1250 99% (S-, 

1000 27% zr% 

- 650 9ft 99 


WOO 9ft 98% ft 849 ray ft <77. 
. 300 10ft 105% 6*4 Sriy 5 W — 


850 raft ao woorn 11ft nft 

867 Err-kn Bate Japan ft 03 105000 113% lift 

8*0 Fed Nri Mart 2 99 .100000 102% 102% 

808 bfer Anw Dm 7% 00 30000 lift 117 


. 500 90 99% 595 Japan Dm Bk 5 99 _ 

.2000 98% 99 ft 6*4 Japm Dev Bk 6% 01 


. 3500 97% 97% 
- 500 W6% 106% 
.1350 aft 97% 
. WOO 10ft 103% 


7*4 SNCFftOO 

831 Spate S% OB 

7 .11 WortlBrtft 02 
8*0 


,1000 107 107% ft 897 OTm STRAIGHTS 
WOO 102 102% ft 8*7 SnOi4%08R 


.3000 104% 104% ft 855 World Bank 1599 R . 


.2000 105% 105% 

_ 200 106% 107 

. 1000 97 g7% 

_ 150 104 104% 


05% 649 Airstna 6% 99 R WOO KM% 105 

107 8*5 FTTNeeteteriftOBFI 1300 106% W6% 

97% -% 844 BNCanrfalftaaCS 160 110% lift 


— 75000 109% 109% 1.18 Inoauy -i 99 _ 1000 999: lOODI 87500 

.75000 112% 112% ft 2.17 Oobal Hn 0 01 TOO 99.72 99*2 5*164 

100003 lift lift 1.13 I”** 3 1« 01 3X0 »81 99 X) 1&50 

105000 113% lift 206 -3000 99*0 99*6 S5B25 

100000 102% 102% 1.11 CCCE0C6EEU 200 99.75 99*8 «JB25 

.30000 lift 117 ft 1*5 r w «' Ma*aS .fin ft 96 — 750 9933 9991 56875 

300000 «77% 107% 1*0 ll™* A «7 300 9825 9878 

200000 117% 117% 240 «w**r Fb ur or 96 DM _ 10C0 9SM 10a0S n?iT> 

WOOQO Wft 106% 1*4 jjqhB IAte-rtOQ — 1000 9977 99*6 5fiM0 

120000 120 120% 1*3 1500 99S9 100*3 56875 

.30000 114% 144% 121 soo WOW 10011 5*125 

129000 117% 118% 1.75 5® 100*4 1QQ4J &0SZ5 

250000 116% 116% 1*4 'MO 10030 10036 190 

' 50Q ,ai ' 3 10023 4313 

_ , “**“*«"" J s® 1000 99.93 100*0 5*750 

— 250 a% 100% 14*1 Pern SOW 600 9075 91 75 5*938 

— 500 10ft 101% 1416 yy*Mi«05 89*Q 9996 8063 

-WOO Wft 105 a 66 500 0938 10008 6*312 

_ 1300 106% Wft Ifil 2000 10014 W02l S813 

_ 160 lift lift 5*5 300 10826 11037 31875 


. 200000 117% 1T7% 
.WOOQO Wft 106% 
. «nm 120 120% 

- 30000 114% 114% 
.129000 117% 118% 
.250000 116% 116% 


—d BM QWer Cepn 

I0CD 999C 100*1 87500 

TO 99.72 99*2 5*164 

SOD 9961 99 7* 8630 

!000 99*0 99*6 iriw 

200 99.75 ring 4*63 

7S0 99*3 9991 56875 

3W 9825 9878 S7500 

000 9996 10006 

000 9877 99*6 5630 

500 99*9 100*3 66675 

500 1XW 10011 5*125 

500 1QQJ4 1*043 60625 


.250 0ft 100% 
.500 10ft 101% 
WOO Wft 13 


— 1500 10030 100*6 89073 

'MO 100.13 10039 43135 

ft® 1000 9190 100*0 5SED 

W 6flo 90.75 91 75 5*938 

680 9930 98.96 80S5 


09® 1*008 8*31? 


817 Brteh CoUnbia 7% 03 CS 1250 110 110% ft 5*1 £>J ri>K Hypo 099 


330 705% 105% ft 643 Cznafi Mg & rtg 8% 96 C5 . WOO Wft 10ft ft 4*0 ***998 — 500 


.150 Wft 103% ft MB Seeds Frans 9% 69 CS 


982b 5*164 

09*8 &B50 


1S00 10ft 101 

2000 101% 101% 

1000 99% 99% 

2000 99% 80% 


0*5 KWhFteiOOtCS 

833 ffepan trt Td 10% 88 CS . 

826 OW08D3CS 

6*4 0resrt3ft*oBteC$__ 


Tofcyn &c Pterer 6% 03 1000 9ft 99% ft &23 Onto Hyrto 1ft 99 C| 


7.73 7.0 IWQ -fi 117« 


ft «WM B cfrri reel redemption rate cm projected Inftriai of (1) 
1056 and (Q 5N. M Bgme n pewnth eam aherar RPi bn far 
fadbdng 80 8 rnarthe prior to and hare been ae^sted to 
rtebot rabaalng el RPI to 10D h February 1087. Gomesai 
hteor 3*48 RPI far Norenlfcar 1908 ISO* fed tor June 1997: 
157*. 


UrHBjJG^tonfftOI. 
United Kingdan 7% 02 . 
WteOsneyftOI — 

warmest* ft as — 
WarUBarttft 89 — 


2000 102% 10ft ft 803 QSerKeradfar*W%98CI„1» 110 lift ft 456 


. 215 Wft 109% 4*7 ^nfttEDM Zm IflOtt iSTT 

•« 'Ml ■> S* ?»■■«— OliB C5 SS K 

.200 lift 111 ft 5*8 7000 108*1 w 

WO 5ft 'm ft S U, «* a W lomJ 9‘» —.2000 09*7 ^6 i5 3tt 

.500 Wft 110 ft 476 CONVenw* BONDS 


.3000 104% 105 ft 816 Onbec Kyrtu 7 OS CS 


, 1300 100 100% 
.1500 Wft 10ft 
,1500 105% 105% 


WOO 185% 105% 


100 100% ft 647 Ckjebee Pwv 10% 88 CS 200 107% 107% ft 471 

1ft 100 1 * 045 Comd&ira»90i&u 11ID 118% 1154 dm 


7*8 7.12 1T7A ft 111* 

829 0*5 07% ft Oi, 

are 7 in inn.C .44 1DR12 
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TIMES SURVEY 



Official deregulation is just one 
symptom of a wider, 
spontaneous acceptance of 
market forces. Old business 
alliances are being reviewed in a 
harsher, more market-oriented 
light, writes William Dawkins 

Market 

forces are 
allowed 
to advance 


C hange is hard to spot 
in Japan because it 
tends to happen incre- 
mentally, without great fan- 
fare. 

But to many people's sur- 
prise, not least that of the 
Japanese themselves, there 
have been significant 
changes this year. Market 
forces have been allowed to 
advance into several hith- 
erto protected sectors of the 
most tightly controlled econ- 
omy in the developed world. 

The archetypal Japanese 
convention that the broad 
interests of society come 
before market efficiency and 
the interests of individuals 
has been thrown open for 
reassessment. In several 
important areas, such as 
financial services, transport, 
and energy, it baa even 
begun to break down, with 
potentially wide-ranging 
consequences. 

AC this comes, curiously, 
with an enthusiastic shove 
from the Liberal Democratic 
party government, formerly 
conservative by instinct and 
tradition. The administra- 
tion of Mr Ryu taro Hashi- 
moto was wrongly seen by 


many as a symbol of return 
to the old system when it 
took office last October. It 
appeared to mark the end of 
a four-year political struggle 
between advocates of a “new 
Japan” and the scions of the 
old system, based on defend- 
ing. not challenging, vested 
interests. 

Instead; Mr Hashimoto has 
adopted the deregulation pol- 
icies of his political oppo- 
nents and carried them out 
with unexpected energy. 
This is in line with the 
LDP’s tradition of occupying 
the opposition’s territory, 
but it has alBO brought the 
ruling party on to genuinely 
new ground. 

Foreign attention has 
focused on the government’s 
2^00-point deregulation pro- 
gramme which includes the 
so-called "Big Bang" propos- 
als to make financial mar- 
kets as efficient and competi- 
tive as London or New York 
by 2001. 

A gauge of how real is the 
Big Bang plan is the speed 
with which parliament 
agreed in April to abandon 
exchange controls from next 
year. Theoretically, this 
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Representatives compered to 141 seats 
for SHnahkito, the largest apportion 
party; a new cabinet was Installed fei 
November 1996 
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Constitution 


Economic summary 


makes more sweeping 
deregulation inevitable - as 
it was in the UK after the 
abandonment of exchange 
controls In 1979- because it 
leaves the authorities with 
no means to stop financial 
business leaving Tokyo in 
search of cheaper markets 
abroad. 

The only option now. is to 
bring Tokyo market costs 


and efficiency to the same 
level as tta best competitors. 
In defiance of cynics, the 
government has adopted a 
rigorous timetable Intended 
to bring this about. 

Finance is not the only 
sector where Japan is under- 
going a culture change. In 
energy, for example, the end 
of a cartel on oil imports last 
year has since caused petrol 


prices to fall by a fifth, forc- 
ing a collapse in domestic oil 
refiners’ profits. In trans- 
port, permission was granted 
last October for the forma- 
tion of four new domestic 
airlines, the first in 46 years, 
to operate on the world’s 
busiest route, bum Tokyo to 
Sapporo. 

In teleco mmuni cations, 
Nippon Telegraph and Tele- 


phone, the dominant carrier, 
is to be split, along US lines, 
between a long-distance and 
international group and two 
local operators by 1999. It 
has been obliged to open 
domestic lines to foreign 
companies. 

Bat official deregulation is 
just a symptom of a wider, 
spontaneous acceptance of 
‘ market forces. Equity inves- 
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tors, for example, have, over 
the past nine months or so. 
begun to recognise that it is 
no longer realistic to value 
companies an the basis of 
their membership of a group 
or sector. Share prices no 
longer move in predictable 
bands between and within 
sectors, as they once did. on 
the assumption that stronger 
companies would always bail 
out weaker brethren. 

Elsewhere, old business 
alliances are being reviewed 
in a harsher, more market- 
oriented. light Cracks have 
opened in the keirelsu sys- 
tem of corporate families, 
loose alliances between sup- 
pliers. manufacturers, dis- 
tributors and banks linked 
by dozens of cross-sharehold- 
ings and an unspoken prefer- 
ence to do business with 
each other. Now, it is no lon- 
ger heresy for a ketretsu 
member to buy supplies out- 
side the group, or to borrow 
from an unrelated bank. 

Why are all these changes 
happening only now, more 
than a decade after the US 
and much of Europe under- 
went their own version of 
economic deregulation? 

One answer is that policy 
debate has always taken a 
long time to become action 
in Japan. Many of the 
reforms now occurring have 
been under consideration by 
various government panels 
for years. Deregulation was 
the rallying call of the two 
unstable coalitions which 
ruled when the LDP was 
forced into opposition for the 


first time in n B life for 
nearly a year until mld -1994 
as it was for all leading par- 
ties in last autumn's general 
election. 

Another factor is the mod- 
erate strength of the econ- 
omy. After the longest slow- 
down since the 1930s. 
Japan's gross domestic prod- 
uct grew by 3.6 per cent last 
calendar year, the best per- 
formance in the Group of 
Seven. Growth in the first 
quarter of this year was a 
solid 2.5 per cent over the 
same period last year. 

Unemployment, while high 
by Japanese standards at 3.3 
per cent, is still far from 
being a social problem. 
Meanwhile, manufacturers’ 
pre-tax profits rose by a 
healthy 20 per cent in the 
year to March, a tribute to 
the efficiency gains made 
under pressure of the reces- 
sion. but also helped by the 
impact of a weak yen on 
their foreign competitive- 
ness. 

In consequence, policy 
makers and businessmen 
feel that the economy is just 
about robust enough to cope 
with the short-term pains - a 
rise in bankruptcies and pos- 
sibly unemployment - that 
go with greater competition. 

The exception that proves 
the rule, of course, are the 
weaker financial institu- 
tions. still burdened with 
bad debts inherited from the 
rush of irresponsible lending 
during the late 1980s asset 
price bubble. They are ill- 
Continued on Page Q 
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THE ECONOMY « by Gillian Jett 


Short-term confidence and long-term 


However, most economists 
now think that consumption 
will rebound in Japan later 
this year, leading to a more 
balanced recovery. And 
there seems little serious 
risk that inflation could mar 
the picture: although con-, 
sumer price inflation was 1.9 
per cent in June, this was 
almost entirely due to the 
impact of the consumption 


growth of around 2 per cent 
tills year, and rather higher 
next - a relatively benign 
picture In comparison to the 
G7 longer term trend. 

But the problem Is that 
the growth rate is markedly 
lower than Japan has experi- 
enced in. earlier decades, and 
arguably Ear less than it 
needs to tackle its longer- 
term problems of an ageing 


worries 


Xhe growth rate is 
far lower than is 
needed to tackle 
the problems of an 
ageing population 

Take a look at Japan’s 
recent economic statistics, 
and you might think Japan 
is basking in healthy 
growth: last year the econ- 
omy expanded by 3.6 per 
cent- the highest rate in the 
G7. But glance at consumer 
confidence surveys ins tead, 
and you might suspect it 
was in recession; 56 per cent 
of the population apparently 
now thinks Japan's eco- 
nomic outlook is “bleak": 
the h ig hes t figure on record. 

The paradox reveals a 
broader dilemma. For 
though Japan now appears 
to be on the brink of a long, 
benign recovery, it is having 


to adjust to a growth rate for 
slower than that seen during 
the heady 1980s. And this in 
turn is provoking a flood of 
anriety about whether the 
country will be equipped to 
cope with the economic con- 
sequences of its maturing 
economy -and, in particu- 
lar, an ageing population. As 
one senior government offi- 
cial says: "The short-term 
economic outlook for Japan 
is not bad. It is the longer 


The short-term picture is 
certainly encouraging. After 
a fragile recovery in 1993. 
the economy has since been 
growing steadily, notching 
up a year-on-year expansion 
rate of 2£ per cent in the 
first quarter on 1997. 

Growth this year is expec- 
ted to be slower than last 


tion tax from 3 per cent to S 
per cent at the start of April 
Economists at the Long 
Term Credit Bank of Japan 
calculate this, coupled with 
other income tax changes, 
will remove some Y5l800bn 
worth of personal consump- 
tion from the economy this 
year, or about 0.6 per cent of 
gross domestic product 
But although some econo- 
mists feared this fiscal tight- 


lmpact of this will not 
em erge until later this sum- 
mer, when second-quarter 
data on GDP is released. 

But early signals are 
encouraging. Consumption 
H»g fa Han- department store 
sales in May. for example, 
were 5.1 per cent lower than 
a year earlier. However, this 
abnormally 


strong sales before the tax. 

Meanwhile, the Bank of 
Japan's authoritative June 
“Tankan" survey of business 
confidence was relatively 
upbeat: although nonmanu- 
facturing companies 
remained gloomy, manufac- 
turers actually became more 
optimistic after the tax rise. 

This relatively cheerful 
picture still owes much to 
overseas demand. In particu- 
lar, exporters have been see- 
ing sharply rising sales on 
the back of recent currency 
movements: after soaring to 
a high of Y79.95 against the 
dollar in 1995, the yen then 
fell to a low of Y127 at the 
end of April this year. 

In May, for example, 
Japan’s trade surplus more 
than tripled compared to a 
year earlier, with a 20JJ per 
cent rise in exports, and a 
43.3 per cent surge in foreign 
car sales. 


tax increase. 

Meanwhile, the Bank of 
Japan appears to he taking a 
relaxed stance. Speculation 
erupted in early June that 
the Bank might soon raise 
rales from their current his- 
torically low levels of 0.5 per 


population. 

Japan currently has the 
fastest ageing profile of any 
leading economy. But Its 
pension system Is woefully 
underfunded. Consequently, 
the Organisation for Eco- 
nomic Co-operation and 
Development calculates that 
without radical action the 


to tackle this with pension 
reform. But what is really 
needed is for Japan to raise 
Its productivity, or the out- 
put of GDP per worker. GDP 
per worker has been growing 
at an annual rate of 1.4 per 
cent this decade, according 
to calculations by Merrill 
Lynch, compared with 1.8 
per cent in the 1980s and 2-3 
per cent In the 1970s. 

Some economists see signs 
of improvement Mr Kenneth 
Courtis, economist at 

the Deutsche Bank group in 

Asia, for example, suspects 
that the recession in the 
early 1990s has left some 
manufacturers in better 
shape than ever before. 
“There has been a shake-out 
- the survivors are now on a 
roll" he says. 

But since manufacturing 
now accounts for a mere 34 
per cent of GDP, compared 
with 35 per cent in the 1970s, 


the key to productivity 
growth will lie- as with 
most mature econo- 
mies - with Japan’s service 
sector. 

The government recog- 
nises this: over the past year 
it has unveiled a host of 
deregulation plans which 
aim to introduce more com- 
petition into previously pro- 
tected areas. It calculates 
that these could push the 
annual GDP growth rate up 
to 3 per cent between 1996 
and 2000, compared to a proj- 
ected growth rate as low as 
1.75 per cent without the 
reforms. 

Hie changes could be a 
painful jolt for Japanese 
companies and their work- 
ers. It may be some time yet 
before the Japanese opinion 
polls start to look truly 
cheerful about their coun- 
try’s longer-term economic 
future. 


due to a controversial deci- 
sion to raise the consump- came after 


cent. However, this has since 
faded: whereas in May 
futures markets were pre- pension burden will push 
dieting interest rates of US the national debt from the 
per cent in spring 1998, they present 10 per cent at GDP to 
now expect rates of only 1 nearly three times GDP in 
per cent. These trends leave 2030. 
most economists forecasting The government is trying 


wiing might seriously derail 
term picture that is the Issue recovery, this does not 
now." appear to have happened. 

Firm evidence about the 


CRISIS AT THE FINANCE MINISTRY * by Charles Smith 


FINANCE » by Gillian Tett 


Empire may be 
starting to shrink 


Concessions by 
bureaucrats may 
continue, both to 
silence critics and 
aid development 

What a difference a year can 
make - even among the elite 
bureaucrats of Kasumiga- 
sekt Japan's Whitehall The 
powerful Ministry of Finance 
(MoF), which seemed to be 
facing dismemberment at 
one point in the summer of 
1996 as a punishment for its 
role in the bungled liquida- 
tion of seven insolvent hous- 
ing loan companies - the 
"jusen"- now seems to have 
recovered its poise, along 
with the tendency to issue 
directives to other central 
government agencies and 
even, occasionally, to the 
cabinet 

Insiders say, however, that 
there have been important 
changes in the way the MoF 
operates, not all of them nec- 
essarily related to the jusen 
affair and its aftermath. 
Many of the changes seem 
designed to meet public criti- 
cisms that the MoF has been 
unnecessarily secretive in 
the past Officials have also 
been at pains to answer 
charges that the ministry 
has been amateurish in its 
economic management par- 
ticularly after the bursting 
of the “asset bubble” in 
1990-91, when it underesti- 
mated the impact of collaps- 
ing real estate prices on the 
banking sector. 

The new MoF which 
emerged from the 1996 
upheavals is expected to 
focus on policy making, 
rather than on “ gyosei 
shido ” (administrative guid- 
ance) - a euphemism for 
direct intervention by 
bureaucrats in the dedsian- 
making processes of private 
companies. One result of the 
new approach has been an 
attempt to introduce greater 
transparency into the way 
the MoF responds to periodic 
liquidity problems in the 
banking sector; officials 
claim that they will no lon- 
ger attempt to keep weaker 
banks in business by arrang- 
ing support operations that 
require a subsidy by stron- 
ger institutions under the 
so-called “convoy system". 


In the field of macro-eco- 
nomic policy, the MoF 
retains full responsibility for 
budget making and tax pol- 
icy as well as for manage- 
ment of the national debt 
through Its ffrmnca bureau. 
A senior official attached to 
the Ministers Secretariat, 
however, recently conceded 
that there might have been 
conflicts in the past between 
the MoF’s fiscal responsibili- 
ties and its unofficial role as 
an adviser to the Rank of 
Japan on interest rate pol- 
icy. The MoF will try to stay 
clear of monetary policy 
issues in future, the official 
said, even when the govern- 
ment feels that interest 
adjustments may be needed 
to smooth exchange rate 
fluctuations, or offset the 
deflationary effects of budget 
cuts. 

While much of the new 
talk coining out of the minis- 
try may be designed to reas- 
sure critics, two important 
legislative measures should 
help to lock in the changes. 
On June 11, the Diet (parlia- 
ment) approved changes to 
the Bank of Japan Law 
which removed the MoF’s 
power to hire and fire senior 
central bank executives. The 
revised law also gives 
greater independence to the 
Bank of Japan’s Policy 
Board, a nine-man body 
which makes the fi na l deci- 
sion on changes to Official 
Discount Rate. Under the 
new system. Policy Board 
decisions will be put to the 
vote, instead of being unani- 
mous, and minutes of meet- 
ings will be published. 

The Ministry of - Finance 
will be allowed to observe 
meetings, and retains the 
right to request postpone- 
ment of interest changes, 
but sources close to the bank 
say that In practice the min- 
istry is uhfikely to be able to 
override decisions made by 
the Policy Board. One effect 
of the new system could be 
to increase the weight of 
domestic factors such as 
inflation in the Bank of 
Japan's interest rate policy, 
while reducing that of exter- 
nal factors such as exchange 
rates. 

A second important mea- 
sure, adopted by parliament 
on June 16 , provided for the 
establishment of a new 


supervisory agency, the 
Kinyu Eantokucho, which 
will relieve the MoF of the 
day-to-day business of 
inspecting and regulating 
banks, securities companies 
and non-bank financial insti- 
tutions. The new agency will 
be answerable to the Prime 
Minis ter's Office, not to the 
MoF, and should thus be 
more independent than the 
Securities Exchange Com- 
mission (SEC), a body set up 
in 1992 within the MoF “fam- 
ily" to supervise the securi- 
ties industry. 

Senior MoF officials 
opposed hiving off the minis- 
try’s supervisory functions 
when the idea was first 
mooted in 1996 by a study 
group made up of MPs from 
the three parties supporting 
the Hashimoto cabinet. Now 
that the agency exists as a 
legal entity (though not yet 
as a functioning body) the 
MoF says it is “natural" to 
divide responsibility for pol- 
icy making from inspection 
and supervision of banks. 
The ministry cites prece- 
dents in the US, Germany 
and France for the separa- 
tion of the two functions. 

Sceptics note that the 
Kinyu Eantokucho will have 
to rely heavily on staff trans- 
ferred from the MoF’s bank- 
ing bureau. On the other 
hand, the head of the new 
agency is likely to picked 
from outside the ministry. 
This is important, say ana- 
lysts, because the person 
chosen will have the right to 
order the closure of insol- 
vent banks - until recently a 
vital weapon in MoF’s 
armoury of controls over the 
financial sector. 

While the MoF empire 
may be starting to shrink, 
there are signs the ministry 
is still badly overstretched. 

The official line from the 
MoF is that the time may 
have come to start training 
specialists in sectors such as 
insurance or securities 
instead of rotating adminis- 
trative level officials around 
in many different depart- 
ments. The shift towards a 
more specialised personnel 
policy could reduce the min- 
istry's political influence. 
But that may be only part of 
the price for keeping abreast 
of the increasingly rapid 
changes in Japan's economy. 


Reform plans gather pace 


Restructuring will 
be crucial if the 
financial system 
as a whole is to 
flourish again 

When Mr Ryutaro 
Hashimoto, Japan's prime 
minister, declared last 
November that he would 
deregulate the country’s pro- 
tected financial sector before 
2001, some observers might 
have felt a sense of deja m. 

In recent years Japan's 
leaders have often made 
grandiose pledges of reform 
-only to quietly shelve 
them later. Eight months 
later, though, cynics have 
reason to rethink. 

For as the reform propos- 
als gather pace, under the 
catchy label of Japan's “Big 
Rang ", a palpable sense of 
change is afoot in Tokyo’s 
financial world. 

There is one sign of this at 
the Ministry of Finance, 
where senior officials are 
now extolling their new com- 
mitment to free financial 
markets - and their determi- 
nation to make Tokyo glob- 
ally competitive again. 

Another can be seen in the 
hefty pile of documents that 
the government produced in 
June setting out a complex 
timetable for “Big Bang". 
This starts with the aboli- 
tion of foreign exchange con- 
trols as early as next April. 

However, one of the most 
striking hints of change is 
coming from Japan’s vast 
and hitherto sleepy financial 
industry itself. 

The prospect of deregu- 
lation is already prompting 
speculation about imminent 


restructuring - and leaving 
some banks and brokers 
scrambling to improve their 
relative positions with 
unusual competitive zeal 

This change is undoubt- 
edly long overdue. For the 
financial system now operat- 
ing in Japan is essentially 
little different from the sys- 
tem established after the sec- 
ond world war. 

This system was set up 
around the national goal <rf 
channeling the country's 
savings to industry. Conse- 
quently, different financial 
services were performed by 
different types of institu- 
tions who were not allowed 
to compete with each other 
the “long-term credit 
banks”, for example, pro- 
vided longer term financing, 
while “city" banks concen- 
trated on short-term bank- 
ing. 

Banks and industry were 
tightly intertwined: banks’ 
customers and the banks 
themselves usually owned 
shares in each other. 

Innovation and competi- 
tion in the system were sti- 
fled by a practice where new 
products had to be approved 
by the government - usually 
on a case-by-case basis. 

This pattern served 
Japanese industry well But 
it left the hanks 
uncompetitive and the 
financial system dogged by 
excess capacity. And the cost 
of this became painfully 
clear earlier this decade, 
when it emerged that many 
banks had lent heavily to 
the property market in the 
late 1980s - and were 
consequently left with huge 
bad debts when the property 
market collapsed. 


This debacle is still not 
over. Bad debts in the banks 
are now on a downward 
trend: the financial sector’s 
bad loans between March 
1996 and 1997 fell from 
Y34.799bn to Y27,900tm. But 
the scale of write-offs still 
needed remains huge. 

One regional bank, Hyogo, 
has already failed. Other 
regional groups are still 
fragile. Although the 
government has pledged to 
protect the 20 largest banks, 
it has only staved off 
financial problems at two 
- Nippon Credit Bank and 
Hokkaido Takushoku ~ by 
restructuring plans. 

Given th»« background, 
starting “Big Bang" now is a 
distinctly risky step. But the 
initiative has been given a 
new urgency for two distinct 
reasons. 

Hie first is that Tokyo has 
been losing share to other 
financial centres in recent 
years, because of the tight 
regulations and High cost of 
doing business in Japan: one 
third erf trading in Nikkei 225 
stock ftitures, for example, is 
now conducted in Singapore. 
Consequently, without rapid 
action it could soon lose any 
claim to be a main global 
financial centre. 

But the second trigger is 
that the Japanese population 
is ageing rapidly and needs 
to find good ways of 
investing its Yl.200 trillion 
savings to prepare for the 
future. 

The present system, which 
was set up to benefit 
companies, not consumers, 
does not provide this. And 
the weakness of the pension 
industry was graphically 
illustrated in April when the 


Nissan Mutual life insurance 
group became the first life 
insurer to collapse for 50 
years. 

These two factors have left 
government officials arguing 
that what is needed is not 
just the type of stockbroking 
reforms that were at the 
heart of the British Big 
Bang -but a far broader 
reform that alms to bring 
Japan’s financial system 
more into line with that in 
Anglo-Saxon countries. The 
timetable of the changes 
they have proposed to 
achieve this ambitious goal 
is bewildering, spanning the 
next five years. But the key 
ones include: 

• Lifting the current 
barriers between banks, 
securities houses and other 
flrmnHal institutions tO spur 
greater competition: 

• Removing bans on 
innovative financial 
products such as derivatives; 

• Halting cartel-like 
behaviour, such as the use of 
fixed stockbroking 
commissions; 

• Removing foreign 
exchange controls; 

• Removing restrictions 
that determine where 
corporate pension fund 
money needs to be invested; 
and 

• Encouraging financial 
industry restructuring by 
allowing companies to 
establish holding companies. 

Whether these reforms 
will actually deliver as much 
as they promise - let alone 
make Tokyo globally 
competitive again - remains 
unclea r 

There are still some big 
gaps in the reform proposals: 
key issues on taxation, for 


example, have yet to be 
addressed. Japan does not 
yet have the type of legal 
and accounting 

infrastructure that could let 
free markets nourish. And 
past experience suggests 
that bureaucrats could yet 
find a way to slow the pace 
of change - if they wish. 

But what is already dear 
Is that these reforms will 
leave the Japanese banks 
and brokers under mounting 
pressure, particularly since 
their foreign competitors are 
jostling to expand their 
presence in Japan as well 

The biggest and healthiest 
groups are already trying to 
respond: the Bank of Tokyo 
Mitsubishi, for example, is 
trying to reduce its 
risk-weighted assets to 
improve its financial 
strength; Sanwa is 
introducing innovative new 
telephone services to attract 
retail clients; Shizuoka, a 
regional bank, is considering 
a share buy to make itself 
more attractive to investors. 

However, the gap between 
the strangest and weakest is 
widening. Government 
officials, for example, 
concede that it is unlikely 
that all of the country’s 200 
small brokerages will 
survive. 

Some Japanese bankers 
suspect that the number of 
leading banks could be 
halved in the next 10 years. 

Restructuring of this sort 
will • be crucial if the 
financial system as a whole 
is to flourish again. But it 
could also be very painful. 

Either way, the next year 
in Japan’s financial sector 
promises to be a truly 
famrinatiiig One. 


Market forces are allowed to advance 


Continued from Page I 
equipped to face full compe- 
tition. But, as one stockbro- 
ker points out, the alterna- 
tive to radical deregulation 
is worse; the long-term 
decline of the Tokyo mar- 
kets, with the wider eco- 
nomic damage that implies. 

At the same time, how- 
ever, the changes In Japan 
over the past year should 
not be exaggerated. Some 
features of the traditional 
Inward-looking, system are 
still strong, for better or 
worse. 


Foreigners are not always 
welcome in some of the more 
conservative industries, as 
Mr Rupert Murdoch, the 
Australian media magnate, 
discovered when he had to 
sell a stake in TV Asahi only 
nine mon ths after buying It. 

But a few months later, he 
found a new partner. Fuji 
TV, which bought a stake in 
Mr Murdoch's Japanese digi- 
tal television joint venture. 

Faction politics, the foun- 
dation of the defence of 
vested interests, are still 
dominant, in that faction 


bosses have the power to 
share out cabinet jobs. 

Then again, there are 
signs of strain in the biggest 
LDP factions as followers 
begin to demonstrate a mea- 
sure of independence from 
faction bosses. 

The current scandal sur- 
rounding questionable pay- 
ments by Nomura Securities, 
Japan's largest stockbroker, 
and Dai-Ichi Kangyo Rank, 
the leading commercial 
bank, to gangsters, recalls a 
similar wave of corruption 
scandals seven years ago. 


The message is that, at 
some companies, corporate 
governance, a vital feature 
of an efficient market, 
remains undeveloped. 

The durability of those 
remaining bulwarks against 
market forces invites what 
must be the biggest question 
facing Japan over the next 
few years. 

That is, to what extent can 
it embrace the market forces 
needed to enable its compa- 
nies to compete in an 
increasingly international 
world, while at the same 


time retaining valued tradi- 
tional features such as low 
unemployment and social 
stability? 

Many Japanese hope that 
c h a ng e can come with a min- 
imum of pain. But govern- 
ments in the west have long 
become used to surrendering 
significant economic sover- 
eignty to the markets, with 
uncontrollable conse- 
quences. 

It is getting harder for 
modern Japan to be as differ- 
ent from the west as it used 
to be. 
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POLITICS* by William Dawkins 


Significant 

evidence 
of changes 



Hashimoto: expected to influence the finance ministry to allocate a 
generous budget for health care in his home town mn# 


The old structure 
has partially 
collapsed, but a 
new one has yet 
to take shape 

After four years of political 
upheaval, the Liberal Demo- 
cratic party i£ consolidating 
its grip on power, almost 
-and yet not quite -as if 
nothing had changed. 

On the surface, Japanese 
politics looks as if it has 
returned to the stable situa- 
tion which was startlingly 
interrupted in the summer 
of 1993 when the LDP was 
thrown out of power after 
nearly four decades of rule. 

Two optimistic but wobbly 
coalitions followed, led by 
politicians devoted to chang- 
ing the face of Japan and to 
making government more 
responsive to the needs of 
consumers. 

The aim, to foreign trade 
partners’ delight, was to dis- 
mantle the cabal of business, 
bureaucracy and LDP fac- 
tion bosses which engi- 
neered Japan's post-war eco- 
nomic expansion, but 
commanded decreasing 
respect among its own elec- 
torate. The LDP in particular 
was making itself increas- 
ingly unpopular with a 
series of corruption scan- 
dals, which emphasised the 
gap between power brokers 
and average citizens, just at 
the time when the citizens 
were feeling the onset of 
what became the worst 
recession in 60 years. 

But the newcomers were 
weakened by inexperience 
and internal bickering 
among their disparate coali- 
tions. Thus, a chastened 
LDP returned in mid-1994. in 
an extraordinary alliance 
with its traditional enemy, 
the left-wing Social Demo- 
cratic party. Last autumn's 
general election enabled the 
LDP to form a minority gov- 
ernment under Mr Ryu taro 
Hashimoto, prime minister - 
Against it stands a frag- 
mented and disorganised 
opposition. So much for the 
new Japan. 

And yet. beneath the 
appearance of having turned 
full circle. Japanese politics 
has undergone significant 
change during the LDP's fall 
and recovery. The old LDP 
faction structure, much crit- 
icised for dominating policy 
with little regard to the elec- 
torate.^ aspirations, has 
became slightly more open 
and a younger generation is 


beginning to assert itself. 

Evidence of these changes 
is visible in a number of sub- 
tle differences in the way in 
which politicians operate. 
First, money. Faction lead- 
ers' ability to extract cash 
from companies and dole it 
out to their minions was the 
main instrument of political 
power For much of the post- 
war period. While good for 
stability, this stifled political 
debate and opened the way 
to corruption on a spectacu- 
lar scale. The system started 
to demonstrate its imperfec- 
tions when Mr Kakuei Tan- 
aka, the late former prime 
minister and master of 
money politics, nearly 
landed in prison for accept- 
ing bribes, only escaping 
sentence by dying in 1993. 

A year later, new curbs on 
political funding took effect 
in an attempt to purify poli- 
tics. To compensate, political 
parties were entitled to a 
state subsidy. More than half 
of the leading parties' funds 
now come, for the first time, 
from the state. Significantly, 
that cash goes to party head- 
quarters. rather than to fac- 
tion bosses. 

Second, electoral rules. 
Japan used to have a unique 
multi-seat constituency sys- 
tem. One district would 
return up to six members of 
parliament, several of which 
would come from different 
factions of the LDP. Three 
years ago. the system was 
changed to a continental 
European-style mixture of 
single-seat constituencies 
and proportional representa- 
tion. The norm now is for 
the LDP to field one candi- 
date, instead of several, per 
constituency; another blow 
to factions' power. 

The new electoral system 
has weakened another old 
structure, the LDP's zoku or 
industrial sector lobby 
groups. As well as being 
divided into five factions, the 
LDP runs a number of zoku, 
whose job it is to co-ordinate 
policy with the businesses 
and government ministries 
involved in that sector, a fea- 
ture of the traditional iron 
tria n gle of politics, business 
and bureaucracy. 

Thus, an old style multi- 
seat district chose several 
zoku -gin - industry tribes- 
men - from. say. telecommu- 
nications. construction and 
health. Mr Hashimoto, as 
head of the health and wel- 
fare zoku, for example, was 
and still is counted on to 
influence the finance minis- 
try in Tokyo to allocate a 


generous budget for health 
care in his home town. Now, 
zoku generalists are more 
electable than specialists. 

There is. as yet. only a 
little evidence that politi- 
cians really feel less at the 
beck and call of faction lead- 
ers. One small example is 
bow Mr Taku Yamazaki, a 
rising star in the LDP 
- where he is head of policy 
-has openly criticised his 
faction boss’s calls for case- 
by-case parliamentary 
co-operation between the the 
LDP and New Frontier 
party, the main opposition 
group. 

A further sign of change is 
the emergence of a more 
competitive political opposi- 
tion than the one that 
existed before the LDP's 
electoral shock in 1993. Until 
then, the main opposition 
group was the Japan Social- 
ist party, which made itself 
unelectable by pursuing 
extreme policies such as sup- 
port for the regime in North 
Korea or opposition to the 
security pact with the US. 

Now the SDP, with only 15 
seats in the 500-seat lower 
house of parliament, is even 
less of a force to be reckoned 
with. The new opposition is 
chiefly composed of two 
moderate parties. There is 
the NFP. under Mr Ichiro 
Ozawa, a former rising star 
of the LDP who triggered the 
1993 upheaval by leading a 
defection from his old party, 
plus the Democratic party, 
led by Mr Naoto Kan, an 
aggressive young operator 
who won fame as former 
health minister by exposing 
his health ministry's part in 
distributing Aids-infected 
blood to haemophiliacs. 

While internally divided 
over policy and tactics, the 


current opposition is more 
serious about taking power 
than the socialists ever were. 

Bid at the same time, fea- 
tures of the old political 
structure have proved 
robust For example, faction 
bosses still retain one of 
their greatest powers - to 
choose cabinet jobs. The old 
practice of rationing minis- 
tries between factions 
according to numerical 
strength was again applied 
when Mr Hashimoto formed 
his first government after 
last October’s general elec- 
tion. Faction leaders shared 
out the jobs based on senior- 
ity and clout, rather than 
merit. The Keizo Obuchi fac- 
tion. of which Mr Hashimoto 
is a member, got the largest 
share, with seven of the 21 
posts. 

Factions' durability invites 
the question of whether 
Japan will ever see a strong 
political opposition, seen by 
many as the pre-requisite for 
generating a political debate 
of the quality needed to 
tackle the many complex 
problems of becoming a 
mature economy. 

Mr Dan Harada, a political 
consultant, believes that an 
opposition of sorts is emerg- 
ing within the LDP itself, in 
the shape of independent- 
minded politicians such as 
Mr Yamazaki On the sur- 
face that is not a thrilling 
prospect. As an individual, 
Mr Yamazaki does not set 
minds alight. Perhaps it 
would be unfair to expect 
him to. Tokyo political ana- 
lysts agree that it will take 
several general elections for 
a more open style of govern- 
ment to emerge. The old 
structure has partially col- 
lapsed. but a new one has 
yet to take shape. 


FOREIGN POLICY • by Gillian Tett 

Newly independent line 


Internal political 
reform may be 
the key to Japan’s 
future role on the 
world stage 

This summer a pile of rice is 
sitting in Japanese ware- 
houses which provides an 
intriguing hint of policy 
change. 

In recent months a succes- 
sion of western govern- 
ments, including the US, 
have quietly pressured 
Tokyo to donate the rice to 
North Korea’s starving popu- 
lation. 

But so far Tokyo has 
refused. And although diplo- 
mats think that Japan may 
eventually back down, this 
is unlikely to occur unless 
Tokyo wins some domesti- 
cally important compro- 
mises, such as permission 
for Japanese spouses in 
North Korea to visit Japan. 

The incident, though tiny, 
is symbolic. During the past 
50 years. Japan has largely 
followed the US lead on 
security and other foreign 
policy-related matters. But 
six years after the end of the 
cold war, there are signs 
that Japan is starting to 
rethink its policy - both 
towards the US. and other 
regional players. 

This movement is neither 
rapid nor coherent- For as 
Ms Yoshio Hatano. a former 
Japanese diplomat at the 
United Nations admits, the 
h allmar k of Japan's foreign 
policy is that the govern- 
ment remains nervous of 
running ahead of the domes- 
tic consensus. "Policy here is 
very dependent on public 
o pini on and politics," says 
Mr Hatano. 

But in some areas -such 
as the rice pile- Japan is 
starting to take a newly 
independent line. As one 
Australian diplomat says; 
“Japan is moving towards a 


definition of distinct Japa- 
nese interest, as opposed to a 
US. western or Asian inter- 
est-" 

One sign of this is already 
emerging in the all-impor- 
tant US-Japan axis. In con- 
trast to earlier years, trade 
relations between the two 
countries have been rela- 
tively quiet of late: although 
the US has complained about 
the recent surge in Japanese 
exports, these protests have 
not had the bitter edge of 
previous years. 

But what has stirred 
debate has been another 
issue; the US-Japan security 
alliance. Since the second 
world war. Japan has 
eschewed any military role, 
as atonement for its aggres- 
sion earlier this century. 
Instead, the US security 
umbrella has sheltered it. 
And Washington was gener- 
ally happy to provide this 
commitment to ensure that 
Japan remained 3 bulwark 
against any Communist 
threat But both sides now 
accept that the end of the 
cold war means that it is 
time to reconsider this 
arrangement, so they 
recently launched the first 
full review of the alliance for 
some 20 years. 

These discussions are 
unlikely to lead to any dra- 
matic reduction in the US 
presence in Japan: senior US 
military officials have 
stressed that they remain 
committed to maintaining 
their 47.000 troops in Japan. 

But an interim joint report 
from the discussions in June 
proposed that Japan should 
give substantially greater 
support than it is presently 
committed to provide to the 
US in the event of an Asian 
conflict. These proposals are 
due to be considered by the 
Japanese parliament in the' 
autumn. 

The suggestion is very 
controversial for Japan, 


because it implicitly chal- 
lenges its pacifist constitu- 
tion. This bans the use of 
so-called collective defence, 
or the use of force against an 
attack on a partner. Japan 
has been gradually tiptoeing 
towards playing a greater 
military role overseas - it 
has recently contributed to 
UN peacekeeping forces in 
areas ranging from Cam- 
bodia to the Middle East. But 
taking part in a military 
attack would be a bold new 
departure. 

However, the US axis is 
not the only relationship 
provoking reflection. China, 
for example, is currently 
absorbing considerable Japa- 
nese diplomatic effort. It has 
reacted to the latest US-Ja- 
pan talks with predictable 
unease. Although relations 
between China and Japan 
have cooled markedly in 
recent years, Japanese offi- 
cials are now making pains 

to build closer ties a gain. Mr 
Hiroshi Mitsuzuka, for exam- 
ple, made a point of visiting 
Beijing this year on his way 
back from the G8 meeting In 
Denver in June. 

And as Japan eyes the 
region, it is also reexamin- 
ing its ties with its giant 
northern neighbour, Russia. 
Relations between Moscow 
and Tokyo have remained 
distinctly frosty since the 
end of the cold war because 
of a long-running dispute 
over four islands off the 
north of Japan, known vari- 
ously as the Northern Terri- 
tories in Japan, and 
Southern Kuriles in Russia. 
The Islands, which were 
seized by Russia in the clos- 
ing days of the second world 
war. are claimed by Japan. 

Until last year, Japan 
insisted that It could not 
develop closer ties until the 
dispute was resolved. How- 
ever. the stance has recently 
changed: although there is 
no sign of any resolution of 


the argument over the 
islands. Japan has now 
agreed to set aside the issue 
while it develops closer eco- 
nomic ties with Moscow. 

The consequence has been 
growing economic ties in the 
Russian far east, and a 
flurry of official visits: a 
Russian naval vessel, for 
example, recently docked in 
Japan, in the first such visit 
for a century. A formal meet- 
ing is now planned between 
Mr Ryu taro Hashimoto, the 
Japanese prime minister, 
and Mr Boris Yeltsin, the 
Russian leader, this aut umn 

On the broader world 
stage, there are also signs of 
change. Tokyo is currently 
campaigning to be given a 
permanent seat on the UN 
Security CounciL This is 
unlikely to happen for sev- 
eral years. However, Tokyo’s 
confidence over the Issue 
was greatly boosted last 
autumn when it beat India 
in an election for the Asian 
seat with a greater than 
expected margin. 

However, as Japan lobbies 
for a greater UN role, (me 
crucial question remains: 
whether the country yet has 
the type of political infra- 
structure that could allow it 
to take the rapid policy deci- 
sions needed in a crisis? 

Some other G7 countries 
certainly have reservations: 
the Japanese government’s 
reaction to the Japanese hos- 
tage crisis in Peru earlier 
this year, for example, has 
been criticised for being 
excessively weak and vague, 
not least because of the slow 
process of decision-making. 

The Japanese government 
itself insists that this criti- 
cism is unfair . But valid or 
not, it suggests that the real 
key to Japan playing a more 
assertive role on the world 
stage may now lie less with 
its diplomats and more with 
the vexed issue of internal 
political reform. 


US trade officials 
and Mid mandarins 
seek deregulation 
and investment 
in Japan 

Four years ago, the US 
government managed to a 
convince a reluctant Japan 
to embark on a dialogue 
aimed at using numerical 
targets to pry open Japan's 
markets to foreign goods and 
services. 

The agreement to hold the 
consultations, arranged 
between US President Bill 
Clinton and Mr Kiichi Miya- 
zawa. the then Japanese 
prime minister, created a 
period of strained relations 
during which Japanese trade 
officials accused their US 
counterparts of trying to 
"manage" trade. 

Last month, with hardly a 
whimper of protest, the Jap- 
anese government once 
again agreed to a new frame- 
work for bilateral discus- 
sions with the US over new 
but similar issues. Given the 
importance of the USJapan 
relationship, and the size of 
trade between the two coun- 
tries. it is only natural that 
the two sides should hold 
such consultations. What is 
more, the new framework 
does not include the 
abhorred numerical targets 
for opening up Japp’s mar- 
kets or reducing its trade 
surplus. 

But the seeming willing- 
ness with which Japan 
signed up to the bilateral 
agreement reflects the 
chang ed circ umstances the 
country faces as the econ- 
omy enters a period of more 
modest growth than it has 
known for most of its post- 
war history. 

The difficulty the country 
has had in rlimhing out of 
its latest recession has 
reinforced the feeling that 
Japan faces slower economic 
growth ahead and convinced 
leading Japanese politicians 
and bureaucrats that to 
ensure the economic well-be- 
ing of the country, they need 
to restructure the domestic 
economy through deregu- 
lation and other means, 
much more radically and at 
a much faster pace than in 
the past. 


That need has been given 
added force by the move 
overseas of Japanese manu- 
facturing in the past several 
years. Driven by the damag- 
ing impact of trade friction 
and wild exchange rate fluc- 
tuations, Japanese compa- 
nies have shifted a signifi- 
cant proportion of their 
activities outside the coun- 
try to manufacture products, 
wherever they deem best, in 
a global context 

The ratio of overseas to 
domestic manufacturing for 
Japanese manufacturers, at 
9.1 per cent in 1995, is not as 
high as it Is for US or Ger- 
man manufacturers, at 26 
per cent and 23 per cent 
respectively. Nevertheless, 
the ratio has tripled from 3 
per cent in 1985, according to 
statistics from the Ministry 
of International Trade and 
Industry (Miti). 

What is more, the ratio of 
outward to inward foreign 
direct investment in Japan is 
much higher than it is In 
most industrialised coun- 
tries. points out Mr Hideyuki 
Urata. assistant director of 
the International Trade 
Research Office at Miti. The 
ratio for Japan was 13.6 per 
cent in 1994 compared with 
1.3 per cent for Germany and 
12 . per cent for the US. That 
indicates that Japan is less 
attractive as a country to 
invest in. he notes. 

Japan has also been less 
successful in attracting for- 
eign R&D funds while the 
country's high corporate tax 
rates has led to a huge gap 
between the pre-tax and 
after-tax profitability of for- 
eign companies. 

As a result, perhaps to 


darins at Miti and elsewhere 
have come to share a com- 
mon goal with trade officials 
in the US in promoting 
deregulation and investment 
in Japan. 

The wTinnal trade white 
paper, which sums up Miti's 
view of the state of affairs 
regarding the trading envi- 
ronment for Japan, reflects 
that preoccupation. “The 
focus (of this year's white 
paper) was on internal 
reforms rather than on 
external relations,” says Mr 
Urata. 

A spreading public consen- 
sus that Japan needs to 
reform its markets has led 
Miti officials to spend a good 
deal more of their time these 
days wondering bow to 
make Japan a more attrac- 
tive place for investment by 
Japanese as well as foreign 
companies. 

"In order for Japan to con- 
tinue to be an advanced 
industrial country, it has to 
carry out economic struc- 
tural reforms," Mr Urata 
says. 

In addition to having high 
corporate taxes and high 
personnel and other costs, 
the country has lagged other 
industrialised countries In 
basic research, he notes. 

Compared with a total 
3,447 applied for by US uni- 
versities in 1994. just 124 
patents were filed by Japa- 
nese universities. This fa an 
issue that merits serious 
attention if Japan fa going to 
nurture the kind of new high 
technology businesses that 
have supported economic 
growth in the .US and else- 
where. Mr Urata points out. 


US 

“Universities have played a 

major part In building up 
Silicon Valley and the soft- 
ware industry in Bangalore." 
he notes. 

As for deregulation, Miti 
has become one of the stron- 
gest advocates of deregu- 
lation and has taken steps to 
stimulate competition in sec- 
tors hitherto protected, by 
regulation and industry-wide 
collusion. In the oil industry, 
for example, the liberalisa- 
tion of oQ Imports has trig- 
gered a fierce battle in the 
gasoline market and sent 
prices tumbling. 

Miti is also keen to encour- 
age foreign participation in 
Japanese markets, particu- 
larly In the sendees sector, 
according to Mr Urata. The 
ministry acknowledges that 
“the lack of foreign invest- 
ment in the services sector 
has kept prices high." he 
says. 

When it comes to mea- 
sures to liberalise specific 
sectors, the ministry, which 
has responsibility for regula- 
ting as well as nurturing 
industries ranging from oil 
to retailing, has not been as 
keen to take quick action as 
its rbetoric implies. For 
example, measures to ease 
the large-scale retail store 
law, which restricts the 
activities of large retailers, 
have been slow in coming. 

At the same time, trade 
friction with the outside 
world increasingly revolves 
around sectors which are not 
within the jurisdiction of 
Miti. Hie row with the US 
over port practices and liber- 
alising civil aviation is being 
dealt with by the Ministry of 
Transport, while the con- 
tinuing refusal of Japan to 
speedily implement tax 
equalisation for imported 
spirits as ruled by the World 
Trade Organisation origi- 
nates in the Ministry of 
Finance. 

if Miti is serious about its 
self-designated role of pro- 
moting deregulation and 
more open markets in order 
to stimulate economic 
growth, it has to ensure that 
its rhetoric is matched by its 
actions and that it has a 
wider following among fel- 
low bureaucrats. In that 
respect. Japan's trade offi- 
cials have their work cut out 
for them. 


INTERNATIONAL TRADE * by Michiyo Nakamoto 


Common goal with 



Clinton and Miyazawa: their agreement set the stage for a period 
of strained relations 
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IV JAPAN Industry 


CAB MANUFACTURING * by Michiyo Nakamoto 

Renewed vitality could 
prove to be short-lived 


The industry may 
now have to cope 
with a possible 
slump in the 
domestic market 

Japanese streets have 
become much more colourful 
in the past few years, with 
bright green vans ant i yellow 
four-wheel-drive vehicles 
speeding alongside the black 
limousines and white famil y 
saloons that have long domi- 
nated the country's high- 
ways. 

The more colourful traffic 
in Japan owes something to 
the growing presence of 
Imported cars, particularly 
from Europe, which have 
caught on among Indepen’ 
dent-minded consumers 
eager to stand out from the 
crowd. 

But it also reflects how Car 
Japanese carmakers them- 
selves have come In respond- 
ing to one of the most signif- 
icant changes in the 
domestic market in recent 
years. 

After several difficult 
years which caught them 
out of sync with their main 
customers in the home mar- 
ket, Japanese carmakers are 
again on the offensive. 

Last year, total vehicle 
sales in Japan rose 5.6 per 
cent to 7.29m units as Japa- 
nese companies introduced 
one new model after another 


to whet consumers' appe- 
tites. 

Mr Enda Clarke, industry 
analyst at Dresdner Klein- 
wort Benson, figures that no 
fewer than 28 new vehicles, 
of which 12 were totally new 
cars, were launched In the 
Japanese market in calendar 
1996 alone. 

Meanwhile, exports, which 
had been battered by a 
strong yen and had fallen for 
a decade, rose 6.6 per cent In 
the year to March, as the 
yen’s value dropped sharply 
against key currencies, par- 
ticularly the dollar. 

Against this environment, 
and in spite of a fire at one 
of its key supplier, Toyota 
maintained its position as 
Japan’s biggest profit earner 
among n on-fmancial compa- 
nies for the ninth consecu- 
tive year, according to Wako 
Research Institute of Eco- 
nomics. an independent 

think tank. 

There is no question that 
the industry owes much of 
its turnaround to the wind- 
fall hum the yen's sudden 
depreciation, which has 
boosted overseas profits sub- 
stantially. Carmakers were 
also helped by a one-off 
surge In domestic demand 
due to an increase in pur- 
chase tax this spring, which 
encouraged many people to 
buy big-ticket Items such as 
vehicles before the Increase 
cam e into effect in April 

But it is also to the credit 


of Japan's leading carmakers 
that in the past few years 
they have been able to slash 
costs and introduce a large 
number of new models bet- 
ter suited to market needs 
while at the same time 

expanding their overseas 
operations more aggressively 
than ever before. 

Mr Clarke calculates that 
11 Japanese vehicle makers 
cut costs by a total Y570.ibn 
in fiscal 1994. Y558.4bn In 
1995 and a further Y392.1bn 
last year. These cost-cutting 
exercises have largely 
involved standardising com- 
ponents, shortening product 
development times and rais- 
ing productivity at the fac- 
tory. 

As a result, Japanese car- 
makers can now introduce 
new models into the market 
in as little as 15 months and 
at costs 20 per cent lower 
than previous models, be 
points out. That compares 
with an average of 30 
months' development time 
for western competitors, 
many of which spend more 
than double the cost of their 
more efficient Japanese 
rivals to develop vehicles, 
Mr Clarke notes. 

The turnaround has not 
been even. While all the Jap- 
anese carmakers have imple- 
mented cost cuts, speeded up 
development times and 
brought out more recre- 
ational vehicles, there is a 
wide divergence in the for- 


tunes of the leaders and the 

laggards 

Honda, which has been the 
star of the industry for the 
past few years, and Toyota, 
have charged nhppd. some- 
times with the support of 
massive incentives in the 
latter’s case. Nissan, Mitsu- 
bishi and Mazda, on the 
other hand, have put in less 
stellar performances, due to 
their lack of appealing mod- 
els in the recreational 
vehicle (RV) category . 

As the impact of the pur- 
chase tax increase is felt, 
and as demand in overseas 
mar kets, particularly the US, 
begins to slow down, the 
year ahead will test the abil- 
ity of the two leaders to 
maintain their momen- 
tum - and of their less suc- 
cessful competitors to make 
up for lost time. 

As for overseas operations, 
despite an expected slow- 
down in the US and moder- 
ate growth in Europe, the 
likelihood that the yen will 
remain near current levels of 
Y115 to the dollar, against a 
break-even rate of about 
Y100 to the dollar, plus grow- 
ing demand for Japanese 
RVs. are expected to sustain 
firm contributions from 
overseas sales. The question 
is how the industry will cope 
with a possible slump in the 
domestic market. Domestic 
sales have already fallen 15 
per cent in April and 11 per 
cent in May. 



The main strategy 
whereby Japanese car- 
makers Intend to brush aside 
the dampuniwp effect of the 
higher purchase tax is to 
introduce a wide range of 
new models, most of which 
will be RVs. 

Having launched n new 
models last year, Toyota 
plans to build cm its domes- 


tic dominance with a similar 
number of new models, of 
which a fair proportion are 
likely to be RVs. Nissan is 
launching eight new models, 
including four station wag- 
ons, to reassert its diminish- 
ing status as the number 
two maker in Japan. Mitsu- 
bishi and Mazda likewise 
will release more RVs. ' 


The concern is that by 
introducing a large number 
of new models Into a slug- 
gish market, the car compa- 
nies risk an oversupply, 
notes Mr Stephen Volkmann, 
industry analyst at Morgan 
Stanley in Tokyo, in a recent 
report If that happens, mar- 
gins are likely to come under 
pressure as manufacturers 


pile up incentives to move 
their products. Those compa- 
nies which foil to meet their 
targets could face high levels 
of inventory. 

Under such a scenario. 
Japanese carmakers' 
renewed vitality in the home 
market could prove to be 
somewhat more short-lived 
than they hope. 


DEREGULATION • by Bethan Hutton 

Welcomed by consumers 


RETAIL INDUSTRY • by Gwen Robinson 

Reforms squeeze sector 


Many services 
and commodities 
have become 
significantly 
cheaper 

One of the interesting 
paradoxes of Japanese soci- 
ety is that while Japanese 
officialdom, and to a lesser 
extent the business world, 
can be notoriously resistant 
to change, Japanese consum- 
ers adopt new products and 
services faster than almost 
anywhere in the world. 
Those two tendencies are 
coming head-to-head in the 
current bout of deregulatory 
fervour. 

Progress in industrial 
deregulation has been slow, 
and the level of petty regula- 
tion can still seem mind- 
boggling to outsiders, but 
the situation Is changing at 
an Increasing pace. 

Late last year, the head of 
economics at the Organisa- 
tion for Economic Coopera- 
tion and Development said 
that deregulation of five key 
sectors of Japanese Industry 
could boost the country’s 
economic growth by 6 per- 
centage points over the next 
few years. The five sectors 
he named were electricity. 


airlines, trucking, telecom- 
munications and retail dis- 
tribution. 

In fact, deregulation is 
under way to some extent in 
all those sectors, and a great 
many more. The Hashimato 
government has published 
lists of nearly 3,000 planned 
deregulatory measures, in 
areas ranging from construc- 
tion standards to .employ- 
ment agencies, and car 
insurance rates to non-pre- 
scription medicine sales, as 
well as the much-trumpeted 
"Big Bang" in financial ser- 
vices. Some of these are just 
minor enhancements of mea- 
sures already planned or 
implemented, but many are 
big leaps forward. 

When the barriers are 
lifted, change can happen 
seemingly overnight. One or 
the most visible effects of 
recent deregulation in Japan 
can be seen in the telecoms 
industry, in particular 
mobile phones. Five years 
ago, when mobile phones 
were common enough to be 
seen as nuisances rather 
than necessities In the UK, 
they were still a rare sight 
on the streets of Tokyo. 

Today, every pocket or 
handbag seems to conceal a 
phone, whether it belongs to 


a banker or a schoolgirl- The 
key in this instance was a 
combination of two deregula- 
tory measures in 1994. allow- 
ing consumers to buy rather 
than lease their mobile 
phones, and allowing new 
service providers into the 
market. The result was a 
leap from 1.25m mobile 
phones in use in 1991, to 
28.2m in June this year. The 
market penetration of 
mobile phones now stands at 
more than 22 per cent - the 
fcmrth-hlghest in the world. 

The example of mobile 
phones is popular with sup- 
porters of deregulation for 
good reason: the new mar- 
ket, with attendant jobs and 
cash flow, has effectively 
come from nowhere. Rather 
than taking business away 
from non-mobile phones, the 
wider availability of mobile 
phones has meant people 

have made more calls over- 
all, although public pay- 
phone use has declined 
somewhat The next step is 
deregulation of fixed-line 
telecoms, which will be less 
likely to create winners on 
all sides. 

The Japanese market has 
been artificially divided 
between companies offering 
local, long-distance or inter- 
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national services. NTT, the 
semi-privatised giant, is 
allowed to provide local and 
long-distance services. But 
with the planned deregu- 
lation, companies currently 
confined to offering just one 
type of service will be able to 
offer all three, while NTT is 
to be broken up into several 
smaller companies which 
will continue to dominate 
their respective markets. 

Many of the smalls - com- 
panies are already planning 
mergers or alliances with 
companies serving other sec- 
tors, because the general 
view is that universal ser- 
vice providers will stand the 
best chance of survival in 
the newly deregulated envi- 
ronment 

The arrival of experienced 
foreign competitors on the 
field will add to the tension. 

Overseas pressure has 
long played a key role in 
pushing the Japanese gov- 
ernment towards deregu- 
lation. The non-life insur- 
ance market is a good 
example of this. 

After years of pressure 
from US insurers, Japan last 
year submitted, agreeing to 
give insurers greater free- 
dom to set their own rates. 
Car insurance premiums, for 
example, will be able to vary 
much more widely depend- 
ing on the customer’s age, 
sex, experience, location and 
so on, and individual insur- 
ers will be able to use their 
own underwriting calcula- 
tions, rather than using risk 
ratings set by a central body. 

Rates for many types of 
non-life insurance have been 
almost uniform across the 
industry, and the lack of 
competition has led to stag- 
nation. The new rules, 
together with the entry of 
more overseas insurers into 
the market, should shake up 
Japan’s sleepy insurers, and 
provide significant savings 
for consumers. 

The effects of deregulation 
are already being felt 
throughout the Japanese 
economy, and are largely 
welcomed by consumers. 
Many commodities and ser- 
vices have become signifi- 
cantly cheaper because of 
deregulation leading to 
increased competition; 
among them petrol, tele- 
phone calls and whisky. 

All the main political par- 
ties are officially pro-deregu- 
lation. That is not to say, 
however, that the traditional 
attachment to regulations 
which safeguard social sta- 
bility has been completely 
swept away. 

So far the deregulatory 
process has led to gain, but 
not much pain for Japanese 
society. But there will come 
a time in the near future 
when the harsher effects of 
deregulation will become 
apparent job losses are inev- 
itable in some of the most 
cossetted industries, and 
some Japanese companies 
will undoubtedly be bought 
out by foreign competitors. 
How those events are man- 
aged will determine whether 
public support for deregu- 
lation will continue down 
the long road ahead. 

>' 


Convenience 
store chains and 
foreign stores are 
benefiting from 
deregulation 

The government's push for 
deregulation is squeezing 
Japan's fiercely competitive 
retail industry, which has 
been struggling with weak 
consumer sentiment and fell- 
ing sales since the end of the 
big-spending “bubble econ- 
omy" era of the late 1980s. 

Just as consumer confi- 
dence appeared to be recov- 
ering this year, retailers 
were hit by the increase on 
April l in sales tax from 3 to 
5 per cent. Nationwide 
department store sales 
plunged an annual 14 per 
cent in April and fell a fur- 
ther 5.1 per cent in May. 

Real consumer spending, 
meanwhile - measured 
through the government’s 
monthly household spending 
survey -fell 22 per cent in 
May, far exceeding expecta- 
tions. 

Retail analysts diami^ the 

longer term impact of the 
sales tax increase, and com- 
pare the currently dismal 
trends to those in 1989, when 
the sales tax was introduced. 
The truly daunting chal- 
lenges for retailers in the 
coming years, they say. stem 
from the government’s ambi- 
tious reform programme and 
the rise of discounters to 
meet growing consumer 
demand for better value. 

Both factors have paved 
the way for a steady inflow 
of foreign retailers and set 
the stage for intensifying 

wmiwLiLimi- 

Leading the way has been 
the reform of the Large-Scale 1 
Retail Store law, which pre- j 
viously presented daunting | 
obstacles for large-scale 
retailers wanting to estab- 
lish new stores In areas 
where there were e xis tin g 
shops. The law still requires 
anyone planning to open a 
shop of more than 500 sq m 
to gain permission from 

local-government commit- 
tees to the area. 

Other reforms have led to 
the steady erosion of tradi- 
tional distribution methods 
and the breakdown of rigid 
relationships between shop- 
ping centre developers, 
department stores and spe- 
cialty shops. They have also 
triggered new growth in 
retail outlets across almost 
every category, from shop- 
ping centres to convenience 
stores. 

The losers, say analysts, 
are likely to be small shops, 
particularly the "mom-and- 
pop" corner stores being 
shoved aside by new growth 
in small supermarkets and 
convenience store chains. 
Medium-size supermarkets 
and general merchandising 
stores are also suffering, 
caught in the squeeze 
between larger, more effi- 
cient, operators and increas- 
ingly competitive conve- 
nience stores. 

In the developing deregu- 
lated environment, conve- 
nience store chains are 
among the winners, as one 


of the few retail sectors to 
show continued profit and 
sales growth in April and 
May, they were little affected 
by the sales tax increase and 
continue to steadily expand 
their networks throughout 
Japan. 

In addition, recent reforms 
have enabled them to 
their range of prod- 
ucts and services to include 
direct sales of package over- 
seas tours to consumers and. 
soon, sales of over-the- 
counter pharmaceuticals. 

Deregulation is also bene- 
fiting foreign retailers, who 
are showing more interest 
now than ever before in 
Japan. Among the recent 
success stories is Tiffany's, 
of the US, Toys R Us, the US 
discount toy retailer, and 
clothing empires The Gap 
and Eddie Bauer. Carrefour, 
the French supermarket 
giant, is planning its entry 
into the Japanese supermar- 
ket industry by 2000. 

Many observers see the 
ultimate test for foreign pen- 
etration of Japanese shop- 
ping culture, however, as the 
quest to build and operate 
massive shopping complexes 
and fill them with foreign, as 
well as Japanese, retailers. 
With this goal in mind, two 
US groups are currently try- 
ing to negotiate their way 
through a maze of local and 
national government regula- 
tions. 

In the past year, US com- 
panies have stepped up their 
efforts to bring Amerlcan- 
style malls and foreign 
retailers to Japan, despite 
early signs of bureaucratic 
opposition. The moves come 


at a time of rapid deregu- 
lation in Japan’s retailing 
industry. 

One of the first and most 
ambitious entrants to large- 
scale retailing in Japan Is 
American Malls Interna- 
tional (AMU, an off-shoot of 
Western Development Corpo- 
ration, a leading US devel- 
oper of retail and office com- 
plexes. After studying the 
Japanese market for two 
years. AMI last year estab- 
lished a Japanese subsidiary 
to oversee plans to build a 
string of multi-billion-dollar 
malls called "retail theme 
parks" throughout Japan. 

AMI selected a site for its 
first project In the town of 
Mariya, about 35km north of 
Tokyo, and began negotia- 
ting with local landowners 
to purchase about 800,000 sq 
m for construction of what 
would be one of the world’s 
largest shopping malls. At 
thfl same time, the company 
drew up plans for a shrrifar 
large-scale mall in the port 
city of Kobe, and began 
looking at candidate sites for 
six other larg^scale malls in 
different locations in Japan. 

In April, however, AMI ran 
into bureaucratic obstacles 
when Japan's ministry of 
agriculture, forestry and 
fisheries said it would 
oppose AMTs plan because it 
violated a law designating 
the site as a prime farming 
zone for purposes of produc- 
ing vital crops. Much of the 
Mariya site is not under cul- 
tivation, but the ministry 
has refused to change the 
land's special status. 

Thousands of designated 
farming fields easily won 


government approval for 
conversion into golf courses 
and resorts during the spec- 
ulative “bubble economy" 
era of the late 1980s. 

Critics say the government 
is using the law to block the 
large-scale entry of foreign 
retailers, and warn that con- 
tinued refusal could trigger 
a trade dispute. The govern- 
ment has not commented on 
AMTs project but the com- 
pany has signalled its inten- 
tion to continue negotiations 
with local authorities and 
landowners, and deal with 
higher-level opposition when 
the time comes. 

“The mall development 
process is difficult anywhere 
in the world," said Mr Her- 
bert Miller. AMI chairman. 
"What we've learned in 
Japan is to be patient, work 
with the communities. . . and 
try to find solutions which 
meet the needs of bath local 
and national authorities." 

Meanwhile MGS Japan, a 
partnership between WPl 
Koll, a large US shopping 
complex developer, and 
Funai Consulting, a Japa- 
nese marketing consultancy, 
is planning to develop a 
300,000 sq m mall in Osaka. 
MGS has also announced 
plans to develop four other 
large American-style malls 
throughout the country by 
the year 2003. Large Osaka- 
based retailers have 
expressed opposition to the 
plan. 

In the long term, analysts 
say, the entry of large Amer- 
ican-style mall developers to 
Japan is inevitable and will 
revolutionise traditional 
retailing concepts. 


GENERAL PROCUREMENT NOTICE 

PROCUREMENT OF THE GOODS AND SERVICES 
UNDER JAPANESE GRANT AID '96 
FOR ECONOMIC STRU CTURAL ADJUSTMENT OF 
THE HASHEMITE KINGDOM OF JORDAN 

The Government of the Hashemite Kingdom of Jordan has received a Grant Aid two billion five 
hundred million Japanese Yen (JPY 25 bfflkm) from the Government' of Japan to purchase the 
Goods and services incidental to such Goods for public organizations and private sector 
companies of the Hashemite Kingdom of Jordan. 

Categories of the Goods are; 


□ INORGANIC CHEMICAL 

□ CEREALS 

Eligible source countries are all countries and areas except the Hashemite Kingdom of Jordan. 

Firms or companies who are interested in supplying the Goods as mentioned above should 
submit to JAPAN INTERNATIDNAL COOPERATION SYSTEM QICS) the fallowing infamudon 
m written English as soon as possible, 

(1) Name and address of firms or companies 

(2) NameU) of penonfe) in charge 

(3) Telephone and facsimile number 

The information is received BY FACSIMILE ONLY. By return, JICS would send APPLICATION 

K*M by faesumk, whkdi is to be filled and sent back with 'required do^en 

report) by registered mail mtemabored courier service, and etc. Only firms or comp^iw who 

** APPUCA1K>N TORM p** to - pre-qualification (P>Q) will be- registered 
and PA2 will be made on only those firms or companies. P/Q for each procurement wiHbetaM 
one by one m accordance with the contents of submitted APPLICATION FORM and will 
commence after three (3) weeks from this publication as soon as all the necessary preparation fe 

- v- 

3SST ALL m 
Ihvitatkms to tenders to be qualified finns or comparufis will be issued at a later da to. 

Attention: Mr. Shunichi KUDO, Project Manager 
Procurement Office far Non-Project Grant Aid, 

Grant AW Management Dept, 

JAPAN INTERNATIONAL COOPERATION SYSTEM 
5th floor, Shinjuku Sanshin Bldg., 

4-9, Yoyogi 2-chome, Shibuya-lai, Tokyo 15), JAPAN 
TEL: $1-3-5352-5981 through 5987 FAX' 81-3-5352-5994 
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SURVIVAL GUIDE • by Gwen Robinson and Motoko Kondo 


Tranquillity 
is only an 
hour away 


Advice for visitors 
on where to find 
the best sushi, 
shops, massages, 
luggage collection 
- and temples 

For casual visitors to Tokyo, 
the hunt for good, affordable 
sushi can be fraught with 
dangers - mainly to the wal- 
let rather than the stomach. 
In a sushi-loving nation, 
inferior sushi bars- tend to 
have difficulty staying in 
business. 

First-timers are advised to 
avoid the simple-looking but 
astronomically expensive 
sushi restaurants dotted 
throughout the Ginza dis- 
trict At the novelty and of 
the scale, you can eat your 
fill at “kaiien" sushi shops, 
where the goods move 
around on a conveyor belt, 
for little more than about 
Yl,500-Y2,000 a head. But for 
lingering in more congenial 
surroundings and ordering 
piece by piece, as many Jap- 
anese do, the Sushisei chain 
provides good quality at rea- 
sonable prices in several 
locations in Tokyo. 

The flagship restaurants 
are in the Ginza and the 
business and entertainment 
district of Akasaka. There is 
also a branch in the nightlife 
district of RoppongL They all 
provide photo menus If lan- 
guage is a problem. Alterna- 
tively, wander down to the 
Tsuldjl fish market 

Sushisei: Akasaka branch, 
3-11-14 Akasaka. Minato-ku, 
Tokyo. Tel. (03) 3582-9603. 
Ginza Branch: No. 7 Kauai 
Bldg., 2-13 Ginza 8-chome, 
Chuo-ku. TeL (03) 3572-4770. 
Edogin: 4^5-1 TsukJUi. 
Chuo-ku. TeL (03) 3545440L 
Edokozushi: Main store: 
3-22-5 Uchlkanda. Chiyod- 
a-ku, Tokyo. Tel. (03) 
3258-1217. 

The perfect massage: 

The Japanese have perfected 
the art of therapeutic mas- 
sage,' known -as - •"shiatsu”, 
and have no^ condensed it ; 
for busy people Into services 
that provide quick 10 or 15- 
minute massages of the 
back, feet, hands or head. 
Many also offer longer treat- 


ments and even provide acu- 
puncture services. . 

* Little "ftnglfeh jg spoken- at 
the clinics , although some of 
those listed below in main 
shopping areas such as the 
Ginza and Shibuya are more 
accustomed to tftwHng with 
foreigners who can only nod, 
s mil e or grimace. It is advis- 
able; however, to ask a Japa- 
nese-speaking person to 
make a reservation. 

Ginza Seltai-in (Toklwa 
Braiding, 5/F; 1-6-6 Yuraku- 
cho, CMyoda-kn; tel. (03) 
5512-3133) is a small place 
conveniently located in 
YurakudbjQ, near the Ginza. 
Masseuse ■ Shnichi Oshirna 
mat his assistant offer mas- 
sages from YI.000 for 10 min- 
utes and Y2£00 far 30 min- 
utes. 

In the shopping district of 
Shibuya, Itoh Shiatsu Mas- 
sage Centre offers 15-minate 
massages for YL500. A one- 
hour massage costs Y5.500. 

- Tam oinin , in Akasaka 
(3-21-15 Akasaka. Mlnato-ku; 
teL (03) 8589-5517), offers spe- 
cial 30-minute leg massage- 
and-mud-pack treatments for 
Y4.000. The legs are mas- 
saged for 15 minutes and 
then mud from mineral 
springs is applied to rejuve- 
nate tired, swollen legs. A 
10-minute massage of the 
neck and shoulders is YL.050. 
Flee to the mountains: 

Peace and tranquillity can 
be found little more than an 
hour or two from Tokyo in 
the form of biking paths 
around ahrineg and temples 
on mountain tops. 

If time is limited, take the 
55-minute train ride on the 
Yokosuka line out of Shma- 
gawa to Kamakura, one of 
Japan's ancient capitals. 
Alight at Kita-Kamakura. 
the stop before Kamakura, 
and do the 90-minute walk to 
the famous Big Buddha, tak- 
ing in temples and splendid 
old buildings on the way. 

If you have a free week- - 
end. head for Mount Mitake, 
a -90 -min ute drive' -west of 
fcebtfaT Tokyo, air a tWb-'bour’ 
trip "by train and bus to 'the' 
cable car that takes you up 
the steep ascent The moun- 
tain has been considered 
holy since ancient tunes and 
on the summit is the Mitake 



A short drive from Tokyo: the Mitake Shrine on Mount Mitake 


Shrine, According to legend, 
the original shrine dates 
back to 90BC. It was rebuilt 
In the Edo period (2600-1869} 
and today attracts hikers 
and sightseers who come 
either for a day trip or to 
stay overnight in one of doz- 
ens of traditional inns on the 
mountain top that originally 
catered to weary pilgrims. 

A simple, friendly family- 
run inn on Mount Mitake is 
Komadori Sanso, which pro- 
vides accommodation In 
tataml roams with excellent 
views over the valley for just 
Y4500 per person per night 
An ggpoTiont Japanese din- 
ner served in the inn's tradi- 
tional riiwing room costs an 
extra Y2.000 per person and 
breakfast. Yl.000. For more 
information and reserva- 
tions, call: (0328) 78-8472. 
Paradise for shoppers: 

With its grand department 
stores and myriad specialty 
retailers, Tokyo is a consum- 
ers’ paradise. But finding the 
right presents at the right 
price can be daunting for 
shoppers with limited time. 

One way to combine sight- 
seeing and find interesting 
souvenirs and gifts is to hop 
on the train to the old north- 
eastern district of Asakusa. 
There, the loxig entrance - 
path to the famous Atfakusa 
Karinori temple is Unfed ’faith ‘ 
small shops selling fevery- ' 
thing from handcrafted 
wooden toys to traditional 
cotton “yukatta” kimono 
and delicate hair ornaments. 

Alternatively, head for the 


fashionable inner-city shop- 
ping district of Aoyama and 
go to Oriental Bazaar (9-13 
Jingum&e 5-chome, Shibuy- 
a-ku: tel. (03) 34003933). on 
the broad main street known 
as Omotesando. There you’ll 
find three floors of arts and 
crafts, antiques, traditional 
houseware and souvenirs 
ranging from Y200 up. For 
last-minute shoppers, there’s 
a branch at Narita Airport. 

For old maps, books and 
woodblock prints, explore 
the Jinbocho district and 
start at Ohya-shobo, one of 
Tokyo’s largest purveyors of 
old prints, maps and books, 
at 1-1 Kanda-J inbocha Chi- 
yoda-ku: teL 32910062. 

Bags and baggage: 

Smooth departures can be 
greatly enhanced by the Sky 
Porter service, which will 
collect suitcases and pack- 
ages from any location in 
Japan and deliver them to 
any international airport in 
Japan, where you can collect 
them on your way to 
check-in. In Tokyo and its 
surrounding areas, reserva- 
tions must be made at least 
two days in advance, with 
pick-ups taking place the 
day before your departure. 
The costs per package- or 
case range from -Y2.000 up. ■- 
’• - Similar prices- and service 
apply for arriving visa tors 
wh6 can leave their bags at 
the Sky Porter desk In the 
terminal lobby and receive 
them at home within 24 
hours. Call (03) 3590-1919 for 
mare Information. 


INFORMATION TECHNOLOGY • by Michiyo Nakamoto 


Lure of the superhighway 


Industries are " . 
racing to adopt 
advanced IT - but 
will the 

investment pay? 

Not so long ago. Japanese 
policy make rs and academ- 
ics warned that the country 
was falling deplorably 
behind the US in its adop- 
tion of advanced information 
technology. 

The high cost of personal 
computers and online com- 
munications. a lack of famil- 
iarity with computers, and 
the complexities of the Japa- 
nese language all meant that 
Japan was trailing other 
countries in the race to build 
an information superhigh- 
way. concerned officials say. 

But a big cbange has 
taken place in the past few 
years. The Japanese public 
has embraced personal com-. 


The number of internet 
users in Japan Is also grow- 
ing at a spectacular rate. 
Having risen from lJkn in 
1995 to 5.3m last year, the 
number is forecast to con- 
tinue rising firmly to 10.8m 
this year and 3195m by the 
year 2000. according to IDC, 
an information technology 
consulting company. 

A study by the Ministry of 
Posts and Telecommunica- 
tions showed that- in fiscal 
1996, 47 per cent of Japanese 
companies surveyed were 
already using e-mail and 
local area networks while 
nearly 67' per cent were 
using the internet 
. ; "Things" are ; very different 
from three years ago;" points 
out Mr Tatsuzumi Fnru- 
kawa.' the -executive in 
charge of multimedia and 
application software busi- 
nesses at Fujitsu, one of 
Japan’s leading IT compa- 


puting and online cammuni- -nies: Th Japan, once people 
cations with the same fer- 5 a ^ 

vour that colour televisions 
and stereos were bought at 
an earlier stage in the coun- 
try’s economic development 
Space is being allocated in 
company offices, family sit- 
ting rooms and school class- 
rooms throughout the coun- 
try for the increasingly 
indispensable PC, modem 
and printer, while online ser- 


are jconyinced -that some- 
thing is' efficient .they -adopt 

it very quickly, " he says. 

The urgency to adopt 
advanced information tech- 
nology is common to many 
industries in Japan, Mr 
Furukawa notes. A growing 
awareness of the importance 
of using Has a competitive 
tool h as supported growth in 
Fujitsu’s systems Integra- 


vice providers have mush- tion, services and support 
roomed to meet surging cfperatiqns 1 .0nd is: expected 


demand. 

Electronics retailers in 
Tokyo’s Akihabara and else- 
where have opened speci- 
alised PC shops as consum- 
ers have rushed to buy the 
latest models, add to their 
software collections or 
upgrade their modems. As a 
result. PC shipments have 
risen from i-85m units m 
1990 to nearly 7m units last 
year, according to the Japan 
Electronic Industry Develop- 
ment Association which is 
forecasting a further 
increase in shipments to 
p Bm uni ts in the current fis- 
cal year. _ . 

Last year, two-thirds or 
overall capital spending was 
related to information tech- 
nology, points out Mr An- 
hiko Shinozaki, deputy direc- 
tor of the international 
division at the Japan Dsvel- - 
opment Bank (JDP). 


to continue ■ supporting 
robust growth in these busi- 
nesses. in future, he says. 

Manufacturing companies, 
for example, are using IT to 
shorten .product develop- 
ment tfonpg and raise their 
global competitiveness. 
Financial institutions, mean- 
while, face a pressing need 
to make greater ■ .use of 
advanced IT to survive the 
"Big Bang" deregulation 
measures being imple- 
mented, while in distribu- 
tion, the importance of 
reducing inventories is 
encouraging companies to 
adopt the latest IT systems. 

In the car industry, where 
product development nor- 
mally takes 24 months or 
more, Japan’s leading 
vehicle makers are investing 
in advanced IT systems to 
tronnect suppliers, product 
designers, engineers, pro- 


curement teams and manu- 
facturing experts, and 
Shorten product develop- 
ment times to as little as 15 
months. 

Leading Japanese electron- 
ics companies have been 
making use of information 
technology to support their 
global division of labour in 
which functions such as 
design, development, pro- 
curement and manufactur- 
ing are allocated to the most 
appropriate locations in the 
world and linked through 
wide area networks',- notes 
Mr Shinozaki at the JDB. 

Against this background. 
Japanese electronics compa- 
nies have been honing their 
skills in systems integration, 
service, and support, where 
the battle for profits lies. - 

“It has become very diffi- 
cult to differentiate between 
different hardware products, 
so it is necessary to combine 
the hardware with network 
systems, and- software and 
services to provide value to 
the customer,” notes Mr 
Furukawa. 

The ability to offer cus- 
tomers a computer system 
that is not coly efficient and 
reliable but also expandable, 
thereby keepmg pace with 
the speed of change in busi- 
ness developments, will 
determine success in the 
business, Mr Furukawa says. 
In that respect, the demands 
of Japanese business users 
will drive the development 
of Japan's computer Indus-' 
fay aud its atdlity to offer 
world-class, systems integra- 
tion, support and services. 

' Fujitsu was abfe’ to gain 
knowledge in building a sys- 
tem that is state-of-the-art in 
terms of reliability, flexibil- 
ity and expandability when 
it won an- order from NTT 
Docomo, the fast-growing 
mobile communications 
group- .The mobile phone 
operator needed a . system 
that could handle the growth 
in demand both in terms of 
reliability and expandability. 

There isno doubt that Jap- 
anese investment in infor- 
mation technology has been 
and will likely continue to 
be robust Nevertheless, the- 
use of IT in Japan still lags 
that- in ;the US by two to 
three years. Mr Shinozaki 


notes. For example, the num- 
ber of host computers in 
Japan, at just over 734.000 
units, as a ratio of gross 
national product totalling 
$4 .321 bn. is far below the 
ratio In the US of 10m units 
against GNP of 56,737bn, 
according to the Ministry of 
Posts and Telecommunica- 
tions. When it comes to the 
number of host computers as 
a ratio of total population, 
Japan lags behind not just 
the US but Australia and 
Canada as well, the MPT 
notes. 

Mr Furukawa emphasises 
that the high cost of using 
telecoms networks in Japan 
is a big impediment to the 
greater use of IT. Although 
prices have come down sig- 
nificantly, “Japan's network 
is still very, very expensive 
and this is a crucial issue,” 
he says. 

Meanwhile, the beneficial 
impact of IT investment on 
productivity at Japanese 
companies has been less con- 
spicuous than in the US. 

Man y Japanese companies 
in leading industries, such 
as electronics, have been 
able to raise productivity 
with the introduction of 
advanced IT systems. But 
the failure by most Japanese 
companies to combine 
investment in IT with 
restructuring mea- 
sures - such as staff cuts or 
the adoption of new and 
more cost-efficient procure- 
ment ch ann els - has kept 
returns on IT investment 
lower in Japan than in the 
US, points out Mr Shinozaki. 

The high level of invest- 
ment in IT itself could 
encourage such restructur- 
ing measures in future, Mr 
Shinozaki says. At the same 
time, greater competition 
from highly efficient foreign 
companies, particularly in 
service sectors such as dis- 
tribution, could encourage 
Japanese companies to adopt 
measures to raise efficiency. - 

Given that Japanese 
Investment in IT still lags 
that in the US by several 
years, it is the next few 
years that will provide a cru- 
cial guide as to whether the 
latest surge in IT investment 
by Japanese companies will 
-really pay off. 
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EDUCATION • by Charles Smith 


Still groping for a system 

S 


A cautious, 
step-by-step 
approach to the 
reform process 
has been adopted 

Part of the price Japan has 
had to pay for catching up 
with the West is the need to 
overhaul and modernise 
some of the ideas and insti- 
tutions which helped it to 
achieve its present level of 
affluence. 

For the past 10 years it has 
been agreed among scholars, 
politicians and even Minis- 
try of Education officials 
that education is one such 
area. 

The knowledge-oriented, 
egalitarian school system 
that Japan developed in the 
1950s and 1960s was well 
suited to maximising eco- 
nomic growth, suggests Dr 
Ikuo Amano, Dean of the 
Graduate School of Educa- 
tion at the University of 
Tokyo (Todai). But the sys- 
tem probably does not suit a 
mature society where there 
is an increasing need to nur- 
ture individual initiative and 
self-expression. 

Reforming the education 
system, however, is clearly a 
tall order. The problems 
include the difficulty of 
breaking with more than a 
century of tight control by 
the central government and 
a serious lack of consensus 
about the effects of changes 
in a well-tried system. 

Given these uncertainties 
it is not surprising that offi- 
cials in the piawning - division 
of the Ministry of Education 
have adopted a cautious, 
step-by-step approach to the 
reform process. 

A series of reports issued 
over the past two years by 
the Central Council for Edu- 
cation (CCE), an advisory 
body to the ministry, has 
stressed the need to broaden 
the scope of high school and 
university exams so as to 
place more emphasis on 
“all-round" achievement by 
students. The government is 
also trying to modify a sys- 
tem of graduation-by-age 
which obliges all students to 
move through the school 
system at the same pace, 
regardless of ability. 

Such changes, however* 



Japan already boasts one of the world's moat productive and 
efficient education systems 


have run into strong opposi- 
tion from conservative pre- 
fecture! education boards 
wbo are in turn supported 
by the national teacher's 
union Nikkyoso. 

In a recent interview with 
the Yomiuri Shimbun. a 
leading daily newspaper. Mr 
Akito Arima. CCE chairman, 
identified “society and teach- 
ers” as the main obstacles to 
building a more diversified 
school system. 

Opponents of change can, 
and do, cite evidence that 
Japan already boasts one of 
the world’s most efficient 
and productive education 
systems. A strictly-enforced 
uniform national education 
curriculum has produced a 
society which Is officially 
claimed to be more than 99 
per cent literate, despite the 
difficulty of a written lan- 
guage which combines Chi- 
nese characters with two 
national syllabic scripts. 

Japanese children are also 
highly numerate, judging by 
the results of international 
tests which consistently 
rank Japan among the 
world’s top four nations for 
secondary school maths abil- 
ity. 

Professor Kafrji Nishio, an 
educational specialist at 
Tokyo University of Tele- 
communications, adds that 
the system has delivered 
quantity as well as quality. 
Some 98 per cent of children 
who complete the nine years 
of compulsory education 
enforced by the government 
go on to attend senior high 
school, and 43 per cent of 
senior high school graduates 
enter universities or two- 
year colleges. 


PfcturK JtaMqr AsAmod 

A feature of de facto uni- 
versal education up to the 
age of IS, says Prof Nishio, is 
that cultural differences 
between different income 
and occupational groups are 
much narrower in Japan 
than in many western coun- 
tries. “In Japan, every school 
child studies the Genji Mon- 
ogotari [a novel written by 
an nth century court lady, 
which ranks as one of the 
classics of the national liter- 
ature!.'’ 

True as this may be, statis- 
tics on literacy and school 
attendence clearly do not tell 
the whole story. While pri- 
mary education in Japan is 
generally believed to be 
largely problem-free, recent 
surveys by the education 
ministry and the Prime Min- 
ister's Office suggest a rapid 
increase in frustration and 
dissatisfaction among junior 
and senior high school stu- 
dents. Student frustration is 
thought to be one of the fac- 
tors behind a recent rash of 
teenage suicides and crimes, 
including the murder and 
decapitation in May or an 11- 
year-old boy in the south- 
western port city of Kobe, 
allegedly by a 14-year-old 
school friend. 

Social factors such hous- 
ing shortages and a decline 
in the educative function of 
families may be contributing 
to teenage frustration. But a 
report issued by the GEE in 
June suggests that schools 
can help by creating an edu- 
cation environment that 
offers “room to grow" 
\yulort] in place of the nar- 
row emphasis on knowledge 
accumulation that provides 
the main focus of the pres- 


ent system. 

In order to enhance yutari, 
the report suggests teachers 
should encourage children to 
talk more and should avoid 
concentration on minute 
grammatical points when 
teaching English. Excessive 
attendence at juku. afier- 
school cram-shopu which 
help children to prepare for 
_'^' riKid university 

exams ' ,s 35 
another undesirable source 

.J™* Problems of Japan’s 
Present education system do 
not end at the point of hi 
school graduation. Unkw£ 
ties suffer from a lack of 
competition between insuiu 
tions - and individual teach- 
ers - which results in stu- 
dents learning far less than 
at comparable universities 
in the US or Europe. 

Under Japan's traditional 
lifetime employment system, 
inadequate university educa- 
tion was not a big problem, 
suggests Dr Amano of the 
University of Tokyo. 

Companies recruited staff 
mainly on the strength of 
university' affiliation, rather 
than by examination, and 
were content to hire general- 
ists wbo could be moulded to 
suit company needs by 
in-house education pro- 
grammes later in their 
careers. 

The fading of the lifetime 
employment system in Japa- 
nese industry and the 
increasing need for individu- 
als to make their own 
careers seems to have 
changed all this. Dr Amano 
suggests universities need to 
expand the range of study 
options they offer beyond a 
limited range of traditional 
faculties and introduce what 
he calls professorial “sofas" 
in place of the traditional 
“chair” system where a sin- 
gle head of faculty is insu- 
lated from competition by 
peers or juniors. 

Dr Amano claims that 
Tokyo University is already 
implementing reforms to 
enhance competition and 
broaden opportunities for 
students. While this may be 
so. it seems clear that at a 
national level, Japan is still 
groping for an education sys- 
tem that will meet the needs 
of an affluent but increas- 
ingly uncertain society. 
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Hokkaido 


Struggling to rediscover its old pioneering spirit 


In * country where the long 
arm - and deep pocket - of 
the state Is central to many 
sectors of the economy, the 
island of Hokkaido has the 
distinction of being the 
region of Japan most 
dependent on public funds. 
The Japanese government 
is, rather belatedly, trying 
to wean industries off state 
subsidies and state control. 
Hokkaido wiH stru ggle 
more than most with this. 
process. 

Hokkaido is Japan's 
northern-most island, and 
formally became part of 
Japan only in i860. Its 
image is of wide open 
spaces, virgin forests, and 
unspoilt nature. This sits 
uneasily with the role of the 
construction industry as a 
mainstay of the Hokkaido 
economy, along with 
agriculture and forestry. 

“To tell the truth, 
construction is the big 
industry in Hokkaido, so as 
the central government 


decreases funds to 

Hokkaido, it is affecting the 
economy,*' said a local 
official. 

A minister for the 
development of Hokkaido 
sits in the cabinet, giving 
Weight to the. idea that 
Hokkaido is underdeveloped 
and providing official 
sanction - and funding - for 
endless in fra st ru c tur e 
construction projects. 

Environmentalists, and 
now many others, complain 
that been an excuse 

For construction companies 
(often with friendly ties to 
politicians and senior 
bureaucrats) to prosper by 
building roads, dams and 
resorts, and covering river 
hanks and mountainsides in 
concrete, even where there 
is no obvious need. 

Consequently, many 
Hokkaido residents, 
particularly the remnants of 
the island's indigenous 
a inn people, would now 
welcome cats in 


government funding for 
that kind of development, 
despite the overall impact 
on the economy, as it 
happens, this coincides with 
a government looking to 

make budget cats. 

The future for the 
con s tr u ction industry is 
unce rtain, because private 

sector construction projects 
are unlikely to take up the 

slack left by reduced 

government investment. 

But If the role of 
construction and other 
public sector projects is set 
to decline, what can take 
their place in the local 
economy? 

Hokkaido's 

manufacturing industry has 
always been weak, and the 
high-tech revolution has 
more or less passed it by. Its 
coal mines have closed, and 
it nuts a persistent trade 
deficit with the rest of 
Japan because its shipments 
of foodstuffs and timber are 
outweighed by the 


machinery and 
manufactured goods 
brought in from other parts 
of Japan. 

Agriculture also has 
problems. Hokkaido grows 
some rice but it is better 
known for its dairy 
products, wheat and 
vegetables, particularly 

temperate-climate types 

such as potatoes and 
onions. Like farmers 
elsewhere in Japan, 
Hokkaido Is suffering from 
the opening - albeit gradual 
and limited - of Japan’s 
markets to overseas 
agricultural produce. 

“Since the Uruguay round 
four years ago. with the 
liberalisation of the market 
and also the decrease in 
government funds, farmers 
in Hokkaido have been 
anxious and worried about 
the ftrture," says a senior 
official in the agriculture 
department of the Hokkaido 
local government. 

Misconceived 


officially-sponsored 
agricultural improvement 
projects have also saddled 
many farmers in the region . 
with substantial debts, and. 
no prospect of rising 
incomes to repay them. This 
has led to interest in - - 
agricultural products with 
bigger margins, or ones 
where imports are at a 
disadvantage. Fresh wnt 1 . 
for example, is difficult to 
import because of its short 
shelf life, but Japan is not 

traditionally a 
milk-drinking nation so 
dairy processors have been 
developing new 
vitamin-enriched, low-fat 
milk beverages to attract 
health-conscious consumers. 

Another tactic is to adopt 
organic methods because 
organically-produced 
vegetables are g row in g in 
popularity and attract a 
price premium. 

Farmers are also 
developing sidelines to 
attract tourists such as 


farm restannmts and-taTO 
holidays. 

Tourism is a relatively 
bright spot in the local 
economy. Japanese 
constnners have a healthy 
appetite for travel and 
leisure, ' and are 
showing a growing 
tendency to use more of 
their animal holiday 

entitlements. - 

Hokkaido is stO! 1 

s affictart ly iragprvff t 

compared with the rest of 
Japan to attract city 
dwellers looking far a safe 
taste of Hie great-outdoors, 
and sports enthusiasts flock 
to Hokkaido's golf courses 
and ski slopes. 

But the high cost of ' 
domestic travel in Japan 
means that Hokkaido is 
often at a disadvantage 
when compared with 
overseas destinations which 
have longer flighttimes hut 
cheeps' air fares and hotels. 

The balance could be 
shifted if current plans are 


realised for several new 
airlines which would offer 
cut-price flights between 
Hokkaido and key Japanese 
cities. 

The local authorities have 
tried familiar tactics to 
boost toe regional economy: 
business parks, 
enc o uragement of venture 
businesses, tax breaks and 
special deals for companies 
relocating from overseas or 
elsewhere in Japan. 

None of this has met with 
great success. In fact, even 
Hokkaido's home-grown 
household names often 
transfer their head offices 
to Tokyo when they grow 
beyond a certain point 

The region would still 
like to develop a stronger 
manufacturing sector, but 
officials say that the new 
focus is on six likely grow th 
areas for the next century: ' 
health and welfare, culture 
and leisure, support 
Industries, information and 
telecommunications, 


housing, flnd environment 
and recycling. 

More importantly, the 
overall emphasis Is shifting 
to generating growth from 
within, rather than relying 
on external aid. particularly 
from the central 
government 

Hokkaido's isolated 
position, with not even a 
high-speed railway to link it 
to the bureaucratic huh Of 
Tokyo, might be expected to 
increase Its sense of 
detachment and 
self-reliance- But a reliance 
on direction from central 
government seems 
surprisingly engrained. 

Hokkaido residents still 
lay to the pioneering 
spirit which drove their 
forebears to make a new 
home In Japan's remote 
north. A modern version of I 
that spirit is needed now if 
Hokkaido Is to move on 
from its dependent position. 

Bethan Hutton 
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Drive for place on global map A model for the 


There bas rarely been a time 
in recent history when the 
Kansai region, in 
west-central Japan, has 
figured so prominently in 
the national headlines as in 
the past few years. 

Natural and manmade 
disasters, ranging from the 
Hanshin earthquake that 
devastated the city of Kobe 
in 1994 to an outbreak of 
food poisoning that killed 
several school children in 
Sakai city, and an oQ spQl 
off the coast of Fukul 
prefecture, have drawn the 
Japanese public's attention 
to Kansai in recent years. 

But the naturally outgoing 
people of Kansai are trying 
to put their region in the 
International limelight for 
reasons of their own. 

Kansai. which 
encompasses nine 
prefectures stretching from 
Fukui to the north-east to 


Tokushima on the island of 
Shikoku, wants to break out 
from under the shadow of 
Tokyo to win international 
recognition in its own right. 

With a gross regional 
product of $832bn that ranks 
it above Canada and Spain 
in terms of the size of the 
economy, it is not surprising 
that Kansai people believe 
their region deserves wider 
recognition. 

Kansai has Osaka as its 
central commercial city, the 
birthplace of many 
world-renowned companies 
ranging from Matsushita, 
the consumer electronics 
company, to S umitom o, the 
trading company, and 
Nomura, the securities 
company. 

To the north of Osaka is 
Kyoto. Japan's ancient 
capital which is also the 
home to innovative 
com panie s including 


Nintendo, the video games 
maker, and Kyocera which 
has made its name in 
ceramics and other high 
technology products. 

Nevertheless, more than 90 
percent of foreigners based 
in the Kansai region do not 
think the name Kansai is 
known outside Japan, 
according to a study by the 
Centre for Industrial 
Renovation of KansaL 

To rectify the situation, 
the Kansai public authorities 
and business community 
have taken up the challenge 
of transforming Kansai into 
a region that wifi not only 
continue to be a key base for 
Japan’s economic growth 
but will also be recognised 
globally as an attractive, 
dynamic centre. 

The desire to put Kansai 
firmly on the global map 
was a key factor behind the 
drive to build Kansai 


International Airport, in the 
face of huge pressures, as its 
gateway to the rest of the 
world and a magnet for 
foreign visitors to the region. 

The number of passengers 
on international flig hts to or 
from Osaka, the heart of the 
Kansai region, increased by 
43 per cent in the airport’s 
first year and a further 81 
per cent in the year to 
September 1996. The region's 
share of all international 
passengers has risen from 
15.6 per cent in 1998 to 222 
per cent last year, according 
to the Centre far Industrial 
Renovation of Kansai. 

The Kansai Science City 
was constructed as a way to 
attract the world's top 
scientists to the region and 
support research and 
development in advanced 
sciences and state-of-the-art 
technology. 

Many buildings have been 
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const ructed mainly in 
Osaka but throughout 
the region, to house trade 
centres, convention halls, 
hotels and other facilities 
Hasignod to make Kansai an 
attractive venue for 
globe-trotting businessmen 
as well as tourists. As a 
result the n umb er of 
international conventions 
held in the Kansai region 
has risen to exceed that in 
the Kan to region wnich 
includes Tokyo. 

Kansai intends to build on 
this trend with further 
investments in 
infr ast r u ct u re and by 
attracting internationally 
recognised events to the 
region. 

The city of Osaka is the 
major shareholder in 
Universal Studios Japan, a 
huge theme park modelled 
on the Universal Studios 
park in Hollywood, that will 
be constructed on unused 
industrial land in western 
Osaka. The park, which is 
planned to open in 2001, is 
expected to generate 
revenues of more than 
YTObn in its first year, with 
the number of annual 
visitors reaching 8m. 

The local community has 
also launched a massive 
campaign to win the 
nomination as Japan's 
candidate site for the 2008 
Olympics. 

Planned expansion of 
Kansai International Airport 
will also focus attention on 
the region and a new 
terminal building for Kyoto 
station will be the centre of 
discussion as a very modern 
element in a traditional city 
better known for its ancient 
temples. Such efforts on the 
part of the community will 
help significantly to boost 
recognition of the Kansai 
region not only in Japan but 
also overseas. As the 
deregulation of markets and 
administrative r ef o r ms 
loosen Tokyo’s influence and 
make Japan a less 
centralised country, Kansai 
with its vast economic 
resources and cultural 
heritage will enjoy further 
opportunities to shine. 

Michiyo Nakamoto 


next century 


The island of Kyushu, just 
off the southern tfc». of 
Honshu, Japan's largest 

Mnnit, |g t>USthllg with 

activity. 

Having just hasted the 

armtinl mootin g nf Hw 
Asian Development Bank 

in May, the people xf ■ 

Kyushu are no w taming 
their attention to the Pan 
Pacific Swim Meet In - 
August and the World 
Trade Finals in the ’ • 
autumn. 

Fukuoka, Kyushu’s 
largest city which hosted 
■ the ADB meeting as well as 
the Onivereiade or student 
Olympic Games two years 
ago, is in the middle of a 
construction rush that will 
see the creation of several 
new commercial and. . 
en te r tai nment centres, an 
ar tificial island with 
residential and leisure 
facilities and one of Japan's 
largest yacht harbours. 

Kitakyusbu. to the 
north-east of toe island, 
boasts its own Renaissance 
Project that aims to build 
the city into an 
international technology 
and commmual centre. 
Long an important 
shipping base, the city is 
updating its port faculties 
in an attempt to compete 
with Pusan, a stone's throw 
away in neighbouring 
Sooth Korea, fin the tide of 
Bast Asia’s hob port. 

Kitakyusbu. Is also 
building a new 
state-af-thesart airport on a 
landfill site which, will be 
one of just four airport&in 
japan able to handle - 
around-the<fock landings 
by jumbo jets when it 
opens in 2065. 

In addition to the frenetic: 
urban redevelopment, a . 
network of highways has 
been built to cover-the : 
island of relcanbe8.and.hot. 
springs which spans an i 
area the size of the? - . 
Netherlands andba^ a „ - 
gross domestic product'. \ 
eqaavalenttothatofSouto. 
Korea and Australia. 


Numerous flightsfrom 
neighbouring cities in Asia 
and beyond bring hundreds 
of thousands of business r 
visitors and tourists to 
Kyushu- Tbey visit theme 

■ parks such as the Huts Ten 
. Bosch in Nagasaki, a .. 

. repffes of a Dutch dty, or / 

1 the Space World in 
Kitakyusbu. - 

All this activity mirrors a 
distinct feeling among ■ 
regional leaderstha* toe? 
2lst century belongs to % 
Kyushu. Business leaden 

■ and bureoncrais alike are- 
fond of tolling visitors - 
about the tremmdoiis . 
promise the island holds 
for economic growth to the 
years ahead. 

That growth will be 
. .based os Kyushu's 
advantageous geographic , 
location as the closest of 
Japan's four main Islands 
to the rapidly growing . 
economies of Asia, they 
say. Seoul is just over an 
hoar’s flight away. 
Shanghai, an hour and a 
half, and Hong Kong three 
hours. 

Kyushu leaders believe 
that in order to take 
advantage of fis proximity 
to Asia's growing 
economies, the region 
needs to improve Its 
infrastructure andto " 
publicise its potential as 
. Asia’s door into Japan, and 
- Japan's gateway to. toe 
A«rian continent. 

Hence the roshtobufid * 

convention balls, hotels . 
and trade centres has been 
accompanied by energetic . 
efforts' to tore Asian .events, 

: such as the ADB meeting, , 
to the island. /_ 

■ Kyushu Is, indeed. we& : t . 
placed to take on this .... '• 
selfproclaimed rote as 
JapanVlinh to Asia. As 
well as its geographic 
-advantages^, toe island bias, 
'been a centre of some of the 

■ high-tech industries which 

are fimlli^grcrwto to the 
most yjbnuit- Asian 
economies, such as . . 
semiconductors^ ! . 


information technology and 
vehicles. - 

. The island also hopes to 
benefit from a surge to 
visitors from neighbouring ' 
countries and has . 
supported substantial 
i nve stm en ts to theme ' 
parts, hotolaniHclsure . 
complexes and amusement 
parts.. 

’ Meanwhile. Mr Wataru 
Aso, the governor of 
Fukuoka p re f ecture, has 
made it a priority to 
encourage the emergence of 
. venture businesses to the 
region and has doubled the 
prefecture! spendtag on . 
venture capital from an 
initial Y5bn to YlObn over 
10 years. ’ 

Such venture companies 
are expected to spur the .... 
growth of new businesses . ;. 
that could become future ; 
engines of economic r . 
growth. - 

Kyushu needs these new ■ 
outlets for its energies, to 
make up for the decline to. 
mature Industries which 
once supported the island’s 
economy. 

Nagasaki, femoas for its 
hills aud its Dutch. . . . 

heritage, was the cradle of 
Japan’s shipbuilding . 
industry where Mitsubishi 
Heavy industries built its 
Nagasaki Shipyard and 
Machinery Works in l868. 
Kitakyushu was the - - 
birthplace of Japan’s steel 
industry in 1901. 

Even the concentration of 
newer industries, snch as 
earn and semiconductors, is 
to e ree &U igiy threatened by : 
tire more of Japanese 
manufacturing to lower 
cost locations overseas, 
particularly to south-east 
Asia. ... 

A dynamic Kyushu that 
can balance the need for 
economic development with 
the preservation of its 
natural beauty and '. 
laM-badt culture, could. . 
serve as a model fin* the 
restof Japan. 

Michiyo Nakamoto 
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,9f ECEIVE A ROYAL WELCOME 


According to the ancient Chinese philosophy of yin and yang, 
the universe is composed of opposing but interdependent 
forces. ■ interestingly, this philosophy resembles the concept 
of homeostasis, the natural balance that occurs within living 
organisms, including the harmony between antagonists and 
agonists that regulate vital functions. Thus, an important factor in 
the search lor new medicines is developing compounds that work 
together with the body's own restorative and regenerative abilities. 
■ To leal healthy lives, we must seek balance with nature, with 
society, and within ourselves. As a leading pharmaceutical 
company, Takeda is striving to help people attain this balance. 

TAKEDA 

Takeda Chemical Industries, Ltd. 

Head Office: 1 -1 , Doshomachi 4-chcme, Chuo-ku, Osdw 5At , Japan 
Tokyo Head Office; 12-10, Nihonbashi 2-chofne, Chuo-ku, Tokyo 103, Japan 
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TOKYO 


raost to royalrv lor over 1 00 yews, (he 
Impend Hotel now proudly welcomes 
you in Tokyo and Osaka, and on rhe 
island ot Ball Three magnificent 
locations. And everywhere, the same 
legendary hospitality. At the Impend 
Hotel, wherever you stay. you'll enjoy a 
crowning experience. One you'll want rn 
tepeat, over and over again. 
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Pound and dollar continue ascent 


MARKETS REPORT 


By Simon Kuper 

The pound and dollar 
yesterday extended their Fri- 
day gains against the 
D-Mark, thanks to stop-loss 
D-Mark sales by investors. 

The pound rose 3.2 pfen- 
nigs and the dollar 24 } pfen- 
nigs yesterday. In late trad- 
ing they were at DM3.031 
and DM1.799 against the 
D-Mark respectively. The 
pound has now gained 7.5 
pfennigs since Thurday's 
London close, and the dollar 
43 pfennigs. 

The Anglo-Saxon curren- 
cies have benefited from 
their relatively hi gh interest 
rates and from flows out of 
the D-Mark driven by wor- 
ries over European mone- 
tary union. But Mr Ron 
Leven, currency strategist at 
J.P. Morgan in New York, 
stressed that yesterday's 
moves were technically 
driven. “I don't see any evi- 
dence of investors coming in 


POUND SPOT FORWARD AGAINST 


and saying, *Oh I have to 
own the dollar because l see 
it going to DM2.'" He said 
that helped by thin volumes, 
the pound broke a key level 
at DM3.00, while the dollar 
overcame resistance at 
DM1.7660 and DM1.7850 to 
the D-Mark. Mr Michael Pau- 
Ius, vice president and head 
of sales at Bank of America 
in New . York, said; "The 
market is saying. The trend 
is your Mend."’ 

The D-Mark revived only 
briefly yesterday on a report 
that an unnamed Bundes- 
bank nffirrial had hint ed that 
the hantf might intervene if 
the dollar remained strong. 

■ The Malaysian ringgit yes- 
terday became the third 
Asian currency to be freed 
from its peg in two weeks, as 
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Malaysia's Rank Negara 
gave in to speculators’ pres- 
sure. But the 0017600/3 flail 
was far more modest than 
those of the Thai baht and 
the Philippine peso. 

The ringgit, hit by conta- 
gion from the two previous 
devaluations, was trading at 
about MSL5380 to the dollar 
late yesterday, down from 
M $2.5050 on Friday and 
below the MS25250 level 
which the central bank had 
defended since May. 

Bank Negara did not let 
the ringgit fully off the 
leash, intervening after the 
currency fell below M$23500. 
Economists say the bank 
had abandoned its support of 
the ringgit at the old level 
after spending up to US$2bn 
defending the currency. 

Mr Carlos Daurignac, cur- 
rencies analyst at Credit 
Agricole Indosuez in Lon- 
don, said the ringgit had 
been vulnerable to contagion 
from Thailand partly 
because Malaysia’s current 
account deficit was about 5 
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per cent of gross domestic 
product “That's sustainable 
in normal circumstances, 
but we are not in normal 
circumstances,’’ Mr Daurig- 
nac said. Mr David Slm- 
monds, emerging markets 
analyst at Citibank in Lon- 
don, said: “The ringgit 
remains very firmly in the 
spotlight.” 

The baht. Indonesian 
rppiah and Philippine peso 


also suffered yesterday. TTie 
Thai central bank inter- 
vened to support the baht, 
saying It had fallen too far at 
Bt30 to the dollar - its low- 
est level since its devalua- 
tion. it closed at Bt29.9Q. 

■ The Irish punt rose 1.8 
pfennigs against the D-Mark 
to DM2. 702, dragged upwards 
by sterling's strength. The 
pant is now perilously near 
the top or its 15 per cent 
fluctuation band within the 

European exchange-rate 
mechanism, and there is 
increasing market talk that 
Ireland may seek to revalue 
Its currency. TTie Maastricht 
treaty says that any country 
wanting to join Emu must 
main t ain a “stable currency" 
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for two years beforehand. 

A stronger punt would 
allow Ireland to raise inter- 
est rates and slow down its 
booming economy. A higher 
punt against sterling would 
ntsn reduce the inflationary 
risk posed by imports from 
the UK - the punt now buys 
only 0£94p in Britain. 

■ The pound is gathering 
pace. Mr Michael Wallace, 
senior currency economist at 
MMS International in Lon- 
don, said it next faces seri- 
ous resistance at DM3.05 to 
the D-Mark, and then at 
DM3.ll. Mr Brian Marber. 
the technical analyst, said 
the strong upward trends on 
charts for most currencies 
against the D-Mark 
suggested that the latter 
would continue to take a 
beating. Mr Marber said that 
if the D-Mark really does 
stop falling, he will eat his ; 
own bat, that of Mr Hans i 
Tietmeyer, the Bundesbank " 
president, and Mr Tiet- I 
meyer’s Lederhosen. 
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1367 

5XHB9 

1225 

1023 

5290 

1 

0.402 

0328 


77.18 

0.815 



UK 

(E) 

62.43 

11451 

10^1 

3024 

1.119 

2937 

3404 

12.82 

305.0 

254.6 

13.17 

2489 

1 

2310 

1.688 

192.1 

1531 

■ -v --- 



(CS) 

27.03 

4.964 

4419 

1.309 

0.484 

1271 

1473 

5462 

1323 

11D2 

5.700 

1378 

0433 

1 

0731 

83.17 

n rr-? 



USA 

(S) 

36.08 

6.820 

6.046 

1.791 

OJBEa 

1740 

2. DIB 

7474 

1807 

1503 

7300 

1474 

0592 

1.388 

1 

1133 

0307 




M 

32 JO 

5.983 

5-313 

1-574 

0583 

1529 

1.772 

0568 

158,8 

1325 

6,654 

1.296 

0520 

1302 

0379 

100 

0.797 





40.77 

7^19 

8,686 

1.974 

0731 

1B1B 

PPM 

8240 

199.2 

1863 

8599 

1.626 

0653 

1509 

1.103 

1255 

1 





DmWi Kroner, FwieK Fume, NomaDMi Kroner, and Suntan Kronor pn IB Be0an Ftano. Y#n. I 
H D-MARK FUTWRBS gMM) DM 125500 per DM 


, Lira and Riaata par 100. 


i (IMM) Yen 125m per Yon 100 



Open 

Latent 

Change 

Htfi 

LOW 

Eat vol Open tot 


Open 

Latest 

Chaise 


Low 

EeL vol Open frit 

Sep 

05635 

05605 

-0.0058 

05854 

05590 

38389 

1108M 

Sep 

03848 

03842 

-03014 

08888 

03840 

15396 

57.143 

Dec 

g .989 

05836 

-03064 

05645 

05838 

150 

1.111 

Dec 

08867 

03974 

+83003 

08974 

03965 

612 

1.431 

Mar 

h sm 

0.5676 

S FRANC F 

0.5676 

imiRES 

-0.0061 

(IMM) SFr 

05680 

125300 p 

05878 

er SFr 

123 

345 

MB' 

■ sm 

unnmi 

09088 

IRES (Oik 

f) £82500 

perE 

" 

1 

108 

Sep 

06886 

03825 

-03058 

03876 

0.6818 

14,131 

46388 

Sep 

1.8884 

13878 

-03010 

13888 

1.6824 

8366 

66,325 

Dec 

05900 

0.6898 

-03057 

06906 

06892 

112 

1320 

Dec 

13800 

1.6830 

— 

15840 

15780 

22 

884 

Mar 

- 

07031 

- 


- 

500 

568 

Mar 

- 

15770 

-00002 

- 

1.5720 

1 

3 


AES Corporation 


UK INTEREST RATES 


LONDON MONEY RATES 

jri 14 Over- 7 Bays One Three Six One 

night notice month rnenthe months year 

Interbank Staring 8 - Bi* 6ft - 6,« fit? - B*b lh - SB i& - Hi 7^ - ih 
Sterling CDs - ft" ®ft Bft - H 7i - 7i 7^a - 7 A 

Treasury BUS - - ■ ^1 6% - 6% 

Bank BOs - ® - * 6fi - ® 7&- 7i . - 

Local authority dept 6 1 * - 6^ - 8ji Bjg - 6g 7 - 6ft 7i - ?A 7,5 - 7^ 

Dtocauv Market dope ■ 8^ 8^ - 6^ ■ 

A 

UK dtfitong bode base lendng rata Bit per cent from Jd 10, 1967 

Up to 1 1-3 3-6 M 9-12 

month iriomh momha nwmha montha 

Certs of Tax dap. (E10050Q) Sk ■ S 5 A 

Cons of Tto, dm. undar CTOttflOO Is 2>ipc. Depoofe tddtfrran ftarqasfi iVpc. 
AvTraiirarSeol dtarart on Jto 11 7*SB5ipc. ECQD ftwfmto S9& Bqwrt OnonctL MWta 
mTlwr. Aiawd rate tor period JJ 26. 1897 to Aug as. 1B97. Gchame H 758pe. 
Merairenm lor pwtod May 31. 1B97 to Jim 30. 1897, Scherms WAV A73Bpa Finance 
Heum Bsee Rate 7pe Iran JJ 1. IBM 

B TimEr MONTH STHtmte FUTURES (LIFFq ESOqOOO petms of 100W 

Opai Sett phea Change lm Est vgl Open irt. 

qeo 92 05 9254 -052 9255 9252 11725 121504 

n*c 0255 92-61 -0.04 9256 82.60 18294 130360 

^ 8255 9250 -0.04 9255 92,40 11020 102383 

Z, OZ54 92.40 -055 9254 .92.48 7274 67567 

9257 92.51 -055 8257 9250 3732 46507 

naded m APT. Al Open Ware* Sga- ■* tor pnwta* (frqr- 


EMS EUROPEAN CURRENCY UNIT RATES 

Jid 14 Ecu oen. Rate Change 96+/-fom % spread Die. 






Itaty 

Portugal 


against Ecu 

on day 

can. rate 

v weakest 

ind. 

538850 

-030844 

0.16 

351 

-l 

1024.10 

-13 

ni» 

2.73 

-7 

199385 

+0324 

130 

230 

-a 

0.732478 

-0304279 

-839 

13.06 

56 

168345 

-0084 

130 

1.74 

-13 

754866 

+031415 

2.77 

039 

-19 

233103 

+030465 

232 

033 

-21 

138180 

+030408 

2.90 

075 

-29 

ias«s 

+0329 

2.91 

075 

-21 

403088 

+03815 

239 

067 

-22 

630618 

+031445 

3.68 

030 

-31 

310840 

-0395 

531 

-145 


0.655047 

-0306847 

-1741 

2553 

- 


555424 

1006.48 

197596 

0.796709 

163526 

754555 

2.16979 

152573 

135485 

38.7191 

6.45883 


NON ERM MEMBOIS 

Qreeoe 295 l269 310540 -0595 551 -155 

UK 0.793103 0.655047 -0506847 -1741 2553 

Ecu camml rn set by tw Baspaaii Cbmitaaian. Cunancra ore m daacandiai rttalm nraiglh. 
Pecufege cfangaem to Ecu; a pootka cfavpa danctat a rare curancyOfrapance eftmi via raw 
t +w n am apmarta fta p aB un i a ^ toftaan tia bebeean itia aebjal eartut aid Ecu canwl mi to n 
curaicy- fed lha mataiMti patmead pnanaga dan Mm of tha cuimcy 1 ! nartw oaa tom b Ecu 
caMM ate. 17JMfr Staring uecendad tom BtaL Afererat oflcuWed by Db Ftaneu Tknea. 

■ PI MJUI CU fHA 96 E/> OFTWM £31550 (cenm per poteid) 

strike CAULS — — PUTS 

Price Jul Aug Sep Jii Aug Sep 

1580 1.13 258 258 - 156 256 

1590 052 153 241 0.03 151 251 

1.700 - 158 158 0.75 238 3J» 

Pterioua days «*, Cafe 14T1 Pure 3,100 . pre». dayV open Ml, Cafe 80.750 Puta 36JB4 

■ PMLAMU>HUI SE MUMU8 OPTKMK DM62500 (5 per DM) 


together with Southern Energy, Inc, and Opportunity Capital Partners Ltda., 
acquired 18,719,600 convertible debentures, representing 
32.96% of the voting shares of 






Companhia Energetica de Minas Gerais 


US$1.06 billion 


H SHORT 1. 1 P H IN* 1 ORTIONS (UF^I ES00500 potaia of 100W 


CALLS " 
Dec 

Mar 

Sep 

- PUTS - 
Dec 

Mar 

0.10 

014 

037 

024 

0.39 

0.09 

006 

OlS 

042 

056 

0 

032 

041 

0.64 

0.77 


Strike 

Price 

Jul 

— CALLS - 

Aug 

Sep 

Jul 

- PUTS — 
Aug 

Sep 

0570 

•_ 

n+tn 

OB4 

050 

032 

132 

057S 


033 

046 

136 

1.18 

1.35 

0580 

- 

015 

0.32 

158 

159 

1.68 


EflL vol. lotto, Cafto 571 Fife 1403. PitWW <tayV tfWt hi. Cafe 144830 PUS 137501 


Rrmtouedayv voL Cab l5BEPuK.253a.PmB.(tay , eDpfetoL. Cafe 11513PUU le - 107 


■ T1MB MONTH EmOPOUJUUIMM) Sim points oM0Q% 


base lending rates 


Adorn A Compeny 575 
Afted Irisn Bank(QB1 6-75 
•Henry Anscecher 6-75 
BoAolBaVCta 6.75 
Banco B*»o Vizcaya 8.75 
Bank Of Cyprus ^75 

Bonhof Imtand a75 

Bonk of MSI B-T5 

Bonhaf Sccfkmd are 

todays Bank 8.76 

Bm Bh of Mkf East 650 
•ero*iSftatoy9CoUfl &75 
(SajarmNA 850 

OydesdaleBank ara 
The Corporative BonIA 75 
Coras S Co 675 

Cyprus Peputar Bank 6.75 


Duncan LfiMfle 8.75 
ExeerBartaLMied 7.75 
RmsMB Gen Bank 750 
•Hobart Flemlno 4 GoS.75 
•OutondSG Marion 8.75 
Habfa Bank AQ Zuribh 67S 
•HsmtaoiBank 675 
HeriBUe 6 Qan Inv BkA75 
C. Hoars 6 CO 675 
Hongkong A Shanghai 675 

Investec 83* (LK}IH8- 75 

jubn Hodga Bank 675 
•Leopctl Jnefri 6 Sere 675 
Lloyrts Bank 675 

' kfctondBoj* 676 

NNWaaorinatar 67S 
■ReeBmthaa; 675 

Royal Bk ol Scotland 675 


Scottish WkkMB Bank 675 
•Singer 8 F^edendar 675 
•Shilri & WRnsn Sbcb 675 
Sin Baking Cap Ud 675 
TSfi 675 

Untod Bank <4 KuwaK.675 
Unity Trust Bar* Pto 650 
WeawnTmei 650 

YoricshteBar* 675 

• Mamberccf London 
Investment Barddng 



Open 

Latest 

Change 

Hgri 

Lew 

Esl voi Open InL 

Sep . 

6424 

0432 

-031 

9434 

9432 

43522 

fiBfl.nnw 

Oct 

9433 

0431 

-0*1 

9433 

9430 

53.050 

68.473 

Dec- • 

9437 

9435 

-031 

9437 

04.06 

80333 

452,476 

■ US TREASURY BU FUTURES (IMM) Sim par 100% 



Sep 

9430 

8448 

-031 

9430 

9459 

403 

7550 

Dec 

- 

94.76 

- 

- 

- 

52 

801 


We acted as exclusive financial advisor to AES Corporation 
in this transaction. 


M Opta IMaaM Sge. are for pra-aua rtay 


(UFFQ DM1 m polnta of 100% 


CALLS - 




PUTS — 


Sep 

Dec 

Jul 

Aug 

Sep 

Dec 

037 

034 

0 

002 

034 

015 

031 

031 

022 

n m 

023 

057 

0 

0 

0.47 

047 

047 

061 


0 0 051 051 OS U-Z* w- 5 ' 

0 0 0 0 0.47 047 047 661 

. KW, CHS 8939 Pua SMI epan to, C«B 340E47 Plioi 299640 

BO MBS WUUSC OFTtONS (UFTB SR 1m points of 100M 


Bear, Steams & Co. Inc 

Atlanta • Beijing • Boston • Bltenos Aires • Chicago • Dallas • Dublin 
Geneva • Hong Kong • London • Los Angeles ■ Lugano • New York • Paris 
San Franobco • SAo Paulo • Shanghai • Singapore • Tokyo • Washington, D.C 

July 15, 1997 


i m mHi i maia frpn 


Strike 


- CALLS " 


Sep 

- PUTS 
Dec 

Price 

Sep 

Dae 

Mar 

6078 

005 

D.07 

OlO 

024 

040 

9900 

031 

033 

034 

0j45 

051 


, OM» D ftdd O. ftwtaui d«y* opm to, Ctoki 30E5 Puts 32S5 




MW 

051 

0.70 





— ‘ . .VK 
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COMMODITIES AND AGRICULTURE 


Germany’s oil sales to start in August 


By Petor Norman 
to Bonn 


The German government will 
probably begin selling its 7.3m 
tonne federal oil reserve in the first 
week of August, when it expects to 
accept the first tenders for the 
crude. 

The Bonn economics ministry 
announced yesterday that it will 
offer the oil in blocks of about 
450,000 cubic metres, which is 
equivalent to about one day's 


national consumption or 338,350 
tonnes. 

The oil can be acquired by the 
tankful from the storage depot of 
Nord-West QellRitnn g s gRSpllscte f t 

near WiLh elms haven, the north 
German deep water port, where the 
oil is stored in specially con- 
structed underground caverns. 

The federal reserve, which cov- 
ers about 19 days* consumption, 
was assembled between 1973 and 
1981 during the first and second oil 
crises, in line with an international 


agreement obliging the industria- 
lised member countries of the 
International Energy Agency to 
hold 90 days in stocks. The Bonn 
government has rejected IEA criti- 
cism cf the planned sale. 

Germany holds reserves totalling 
118 days' consumption. It plans to 
raise DM400m ($22&5m) from oil 
sales this year and DM5Q0m and 
DM450m in 1998 and 1999. respec- 
tively. to cap borrowing and to 
help meet the budgetary costs of 
high unemployment 


The sales, signalled in last 
week's draft federal budget, will 
leave a reserve covering about 99 
days' consumption, of which 80 
days wifi be a strategic reserve 
held by the BrdOlbevorratnngsver- 
band, an association of German oil 
companies, with the rest held as 
shorter-term stocks at refineries. 

The ministry said the federal oil 
reserve was marie up of 16 different 
types of oQ that had been mixed in 
storage. 

Heavy oils, with an average APT 


Tight supply 

lifts copper 


MARKETS REPORT 


By Kenneth Gooding 
and Gary Mead 


The London Metal Exchange 
three-month zinc price 
pushed through the 81,500 a 
tonne level to a 6Vyear high 
but copper claimed most of 
the attention because of a 
shortage of metal for nearby 
delivery. 

The premium for copper 
for imm ediate delivery, com- 
pared with delivery in three 
months, jumped to S240-8260 
a tonne from the $130-8140 
seen on Friday. 

Mr David King, LME chief 
executive, said he continued 
to watch the copper market 
closely but insisted that yes- 
terday’s ring trading was 
“totally orderly”. 

Traders expected copper 
market tightness to last 
another two weeks. How- 
ever. the big premium for 
copper for immediate deliv- 
ery was likely to suck metal 
into LME stocks. The 
exchange reported a 2,075 
tonne rise yesterday but, at 
24L200 tonnes, copper stocks 
remained at an historically 
low leveL 

Zinc was $1,502 a tonne in 
late trading, up $16. Traders 
suggested that producer sell- 
ing would probably keep 
prices near the $1,500 level, 
at least temporarily. 

Forecasts of continued 


mild weather for the all- 
important Brazilian coffee 
plantations helped ease the 
price for robusta coffee 
futures on the London Inter- 
national Financial Futures 
Exchange yesterday, where 
the September contract 
closed $40 down at $1,735 a 
tonne, the day's lowest 
point It had earlier traded 
as high as $1,765, but news 
of slackening demand was 
an additional factor behind 
the day’s lacklustre mood. 

Elsewhere on Lifle cocoa 
futures also finished lower, 
with total volume at just 
2,100 lots. The benchmark 
September contract ended £7 
lower, at £1,033 a tonne, 
which was also the day's 
highest point. Sterling's 
strength against other cur- 
rencies, as well as selling by 
speculators were seen by 
traders as pushing the con- 
tract down. 

On the International 
Petroleum Exchange the 
leading indicator for world 
oil prices. Brent crude, was 
hit by news that Iraq had 
moved closer towards resum- 
ing oil sales. In afternoon 
trading in London the Sep- 
tember future slumped 21 
cents to $17.88 a barrel, 
though it later recovered to 
$17.99 a barrel. The UN said 
yesterday it had finalised 
talks with Iraq on a food dis- 
tribution plan, opening the 
way for resumed oil exports. 


Bulgaria looks to its farms 


A t milking time, a 
herd of cows blocks 
the main street in 
the southern Bulgarian vil- 
lage of Koprivflen. When the 
cowman disappears each ani- 
mal makes Its way home 
unaccompanied. 

More than 80 per cent of 
Bulgaria's livestock popula- 
tion is privately owned, fol- 
lowing the break-up of col- 
lective farms with the 
demise Of ntimmunism But 
herd numbers have shrunk 
dramatically, a result of the 
chaotic privatisation of land, 
animal* and machinery in 
the early 1990s. 

Livestock belonging to col- 
lective farms was distributed 
indiscriminately to house- 
holders, who often lacked 
cash to feed their newly 
acquired animals and experi- 
ence of looking after t'Ham- 
The result was widespread 
slaughtering of cows, includ- 
ing breeding stock, for food. 
The cattle population had 
Mien to 358,000 at the begin- 
ning of 1997 from 648.000 in 

1989, according to the 
national statistical service. 

Analysts say it win take 
three to five years to over- 
come the disastrous effects 
of the Si-prepared transition 
and put Bulgaria’s form sec- 
tor on the path to growth. 

Yet with its rich plains, 
abundance of water and 
year-round pastures. Bul- 
garia has the potential to 
become a significant 
exporter of farm products. 

The new government has 
made land reform a priority. 


Bulgarian wheat 


Year 

Production 

• CliUjI 

expou 


tonnes m 


1989 

... ; SA . 

: - ‘ -454,006 

1990 

5 J3 

446.000 

1991 


. . . 109J30G 

1992 

3A - 

327500 

1993 

3.6 


1994 

3.7 

14JXXJ 

1995 • 

- ■ 3A . . 


Vary Kgh 1995 export figure indicates BBtit exports of wheat, say 

government officials 




quantities to the Soviet 
Union - Bulgaria wQl have 
to impart wheat to cover a 
projected shortfall this year 
of im tonnes. 


Souk* Matty at A&iubM* 


It pledges to complete the 
issue of titles to owners this 
year, which would open the 
way for consolidation of 
small plots into larger hold- 
ings and encourage develop- 
ment of a land market 
About 70 per cent of the 
6.8m hectares included in 
the privatisation programme 
has been returned to pre- 
communist o wn e r s and their 
descendants. But titles have 
been issued for only 5 per 
cent of holdings. Although 
another 30 per cent of priva- 
tised land is registered under 
a temporary arrangement 
intended to make it passible 
to rent or lease landhold- 
ings. large tracts of arable 
land remain uncultivated. 


B ulgaria’s private pro- 
ducers now grow 
more than 70 per cent 
Of form output on holding*; 
averaging less than one hect- 
are. While some co-opera- 
tives have been set up, lack 
cf funds has curtailed their 
productivity. The sector 
r emains short of machinery. 


with much equipment stolen 
or destroyed during the pri- 
vatisation process. 

“The machinery that has 
survived is too big and pow- 
erful to be used on small- 
holdings We need as many 
as 250,000 trac t ors and small 
mechanical cultivators. 
Fanning has become labour- 
intensive, as people move 
back to the villages." said 
Ms Nelly Stefanova. chair- 
person of Agricultural Credit 
Centrale, a state agency 
which provides loans for 

farm rmpm v pm prrf 

Employment in agricul- 
ture has risen to 24 per cent 
of the workforce as older 
Bulgarians have returned to 
cultivate their h olding s. In 
addition to unemployed 
industrial workers, pension- 
ers moved to the countryside 
to avoid the effects of last 
winter’s economic collapse. 

The switch to subsistence 
forming has caused a sharp 
reduction in wheat output 
From being self-sufficient in 
thp communist era - and in 
some years exporting small 


Annual wheat production 
has fallen from more than 
5m tonnes m the mid-1980s 
to a projected 2.4m tonnes 
this year. Apart from the 
absence of harvesting 
machinery, farmers have 
little spare cash to buy fertil- 
isers and pesticides. They 
have also been subject to 
bullying by middlemen 
working on behalf of Bulgar- 
ian companies that last year 
bought wheat cheaply and 
made substantial profits 
through fflog yl exports. 


P rivate farmers say 
their preferred crop Is 
tobacco, a traditional 
export commanding a high 
cash price. This year, grow- 
ers are expected to produce 
65,000 to nnes of oriental 
tobacco compared with 
42.000 tonnes in 1996. But 
this is low compared with 
annual output of around 
150900 tonnes under commu- 
nism. when a high percent- 
age of production went to 
other Comecan countries. 

In KoprivUen. formers are 
hoping to double tobacco 
production this year after 
joining forces to repair an 
irrigation system that had 
been abandoned since the 
collapse of communism. 


Kerin Hope and 
Theodor Troev 


COMMODITIES PRICES 


BASE METALS 


LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Trading) 

■ ALUMINIUM, 88.7 PURITY (S per tonne} 


Precious Metals continued 

■ GOLD COMEX (100 Troy qz^ S/troy oz.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE pOD tonnes; £ per tonne) 


SOFTS 

■ COCOA LUTE (10 tonnes ; EAome) 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME (40.000lbs; eenta/bs) 



Cash 

3 mths 

Close 

1559-5-60.5 

1587-68 

Prevkxis 

1541-42 

1580 .5-70.0 

WgMow 


1597/1582 

AM Official 

15612-620 

1568-89 

Kerb dose 


1584-64 

Open mt 

265.403 


Total daily turnover 

145,609 


■ ALUMINIUM ALLOY IS per tonne] 

Close 

1405-10 

1435-40 

Previous 

1395-400 

1425-23 

High/low 


1445/1428 

AM Official 

1403-05 

1433-38 

Kerb dose 


1435-40 

Open Int 

5.153 


Total da«y turnover 

2090 


■ LEAD (S per tome) 


Close 

655-6 

6^-70 

Previous 

656.5-572 

668-69 

HigMow 


674/657 

AM Official 

662-62.5 

674-75 

Kerb dose 


658-9 

Open frtL 

36,777 


Total daily turnover 

78.541 


■ NICKEL (S per tonne) 


Close 

6735-805 

6910-20 

Previous 

6825-35 

6940-45 

l-DgMow 


6980/6880 

AM Official 

6730-800 

6914-15 

Kerb dose 


6680-90 

Open feiL 

51,935 


Total daly turnover 

22.146 


■ TIN (S per tonne) 



dose 

5560-70 

5612-14 

Previous 

5510-20 

5560-70 

Mgh/taw 


5630/5550 

AM Official 

5545-55 

5595-600 

Kerb dose 


5590-95 

Open tnL 

13,591 


Total dady turnover 

5,190 


■ ZINC, special high grebe (S P» tonne) 

Close 

1504-05 

1505-08 

Previous 

1461-82 

1487-88 

High/low 


1508/1482 

AM Offieaal 

1498-98-5 

14973-99.0 

Kerb dose 


1500-01 

Open Int. 

9<L819 


Total daily turnover 

39.956 


■ COPPSI, grade A (S per tonne) 

Clast 

254S50 

2313-74 

Previous 

2427-30 

2283-84 

htighAow 

257Q/249S 

2318/2290 

AM Official 

2522-25 

2309-11 

Kerb dose 


2315-16 

Open inL 

156,681 


Total daSy lunewer 

98LJ23 


■ LME AM Official OS rata: 15881 

LME Closing £/£ rote; 15885 


Spot 1S90T 3 MB 1.BS1 6 rta 1 6791 9 irts 1.6739 

■ HIGH GRADE COPPSt (COMEX) 

Sea Da y* 


Of*® 

price change »gb lew 

VOi lot 

Jul 11020 +215 110.40 109.30 

498 5,436 

Aag 107.00 +230 10780 106.20 

263 3,640 

Sep 10620 +200 10620 10420 

5,797 22^89 

Oct 105.10 +1 73 105.10 105.10 

57 1,461 

Hoe 104 80 +1.70 

- 

50 1253 

Dee 10325 *1.8110431 10320 

248 7,832 



Sett 

w* 



OP *■ 


Sell 

Oqfa 




Opm 


Sett 

Bafe 



Open 


San Daft 

opm 


price change 

»Sb 

lea 

vtf tat 


Price 

droqe 

am 

Im 

Vd 

tat 


price change 

HMi 

Leer 

Vd tat 


Price change Mgh Im Vd 

tal 

Jd 

mi 

-IS 

unn 

3208 

. 

Jd 

7550 

- 

- 

- 

. 

95 

Jd 

1019 

-7 

1018 

1010 

55 603 

to 

65.425-0825 65.900 6520014.038 

36526 

tag 

3208 

-1.4 

3214 

3208 21,220 105,7k 

sep 

79.75 

-0.75 

79.75 

79L75 

35 

224 

Sep 

1033 

-7 

1033 

1023 

882 30324 

0d 

69. ISO +0200 69.400 68500 4877 

29873 

Sap 

3214 

-1.4 

- 

- 

4 2 

Hnr 

81.75 

-075 

8280 

8150 

97 

3J39 

Owe 

1056 

-7 

1057 

1048 

556 37,107 

8 k 

70525 -0.425 71.400 70450 1.494 

15560 

Oct 

3222 

-15 

3258 

3215 

488 11802 

Jen 

84.15 

-0.60 

84.15 

8175 

123 

2838 

Itar 

1076 

-7 

1077 

1069 

227 46268 

Fed 

72.95D +6.025 71425 72800 771 

7880 

Dee 

3242 

-1.8 

3278 

3235 

6.488 38408 

Mar 

8625 

-050 

8825 

85.75 

70 

1822 

May 

1090 

-7 

1090 

1083 

76 19544 

*pr 

74.700-0200 75800 74825 443 

3839 

Fd> 

3262 

-18 

3275 

3275 

1807 10.135 

May 

8625 

-050 

8825 

87.75 

55 

643 

Jd 

1104 

-7 

1104 

1097 

232 6,105 

JK 

79050+0800 71.400 79650 180 

2876 

Total 





31590214^21 

Total 





■0 

7J77 

TaW 





2,107168223 

Total 

21804 

94872 


■ PLATINUM NYMEX (50 Troy azi S/troy cej ■ WHEAT CBT frjXjObu mfcr; oants/BOB busftaQ ■ COCOA CSCE (10 tonnes Starnes) 


Jd 

4035 

-98 409.0 408.0 

44 

735 

Oct 

3885 

-78 3955 3888 

1.794 10^8 

Jan 

3825 

-78 391.0 3835 

55 

18S4 


3825 

-78 

- 

148 

Tetri 



n/i 

dk 

■ PALLADIUM NYMEX (100 Troy ct; S/truy ccj 

Sep 

1S2.45 

•055 15000 1S285 

1,187 

4871 

Itac 

150.45 

-KL45 1 54JM 152.00 

458 

921 

Mar 

14985 

+145 

15 

25 

Jan 

150.45 

+0.45 

- 

105 

Total 



ata 

Oft 


■ LEAN HOQS CME (408002k oents/te) 


Jd 

329.00 

+7,00 33550 32750 

319 

1537 

Jd 

1S1 

-6 

ISO 

1515 

2 50 

Jet 

81700 +0.425 61825 81300 1835 

1171 

top 

33000 

+050 34100 33250 12801 

42589 

Sep 

1577 

+2 

1587 

1558 4827 3227 

tag 

81.150-0300 81550 81550 1715 

12,470 

OK 

34075 

+750 35550 34550 

6,190 3B587 

OK 

1628 

♦1 

1635 

1607 1850 22846 

Oct 

74.650-0.175 75500 74850 1165 

11839 

Kta 

358.00 

+076 36150 35550 

989 

6881 

■tar 

1865 

+5 

1667 

1642 

399 2155B 

Dk 

71500-0875 71.900 71800 844 

1190 

■ay 

35000 

+550 36250 358.00 

139 

868 

■ay 

1685 

+5 

- 

- 

7 10842 

Fab 

70.000 -0.150 70850 69.650 81 

1534 

Jd 

36050 

+5.75 36250 35850 

255 

1108 

Jd 

1703 

+5 

ISO 

1690 

10 1.147 

Apr 

65875 -Q 100 65500 54350 103 

1,184 

Tnferi 



20104 

nrei 

Trial 





1998191,267 

Trial 

8.178 

31406 


■ MAHE CBT (5.000 tv mar, ceraa/SOb busht/) ■ COCOA {ICCO} gPffjatannri 


■ SR.VEH COMEX (5.000 Troy <C= Certeftipy azi 
17 223 


Jd 424.3 -8.4 430.0 426-5 

Aon 424.8 -8.5 

Sap 4275 -OS 437.5 426 8 7,858 62,962 

Dec 433.7 -8.6 443L0 4320 965 14,510 

Jan 4355 -8.8 - - 5 19 

He 4390 -8.6 4490 441.0 82 9A24 

Total 8063 99067 


Jd 26225 +10.75 26880 2SI.75 4,509 13826 

Sap 24850 +11.75 248-75 23940 11571 64544 

Dec 24950 +1100 249.00 24000 Z7505151.18S 

Itar 257.00 +12-00 257.00 247.00 1.004 27578 

Nay 26250 +1250 26250 254.00 787 5538 

Jet 26600 +1250 26600 25675 759 82B6 

TOW 475772748* 

■ BARLEY UFFE (100 tonnes; g per tonne) 


M 11 Pm. day 

My 122004 1240.73 

■ COFFS LUTE (5 tponeg SOome) 


ENERGY 

■ CRUDE OB. NYMEX (1,000 berrato, S/becrd) 



(atari Days 



OP" 


price change » gb 

Lon 

Vd Id 

tag 

19.02 

-031 

19.63 

18J6 3(L5« 71935 

SK 

19.19 

-030 

19.79 

1110 13383 62,127 

act 

1989 

-087 

19.82 

1980 

6351 41806 

He* 

19.41 

-082 

1985 

1932 

8675 20802 

Ok 

19.46 

-081 

19.75 

1935 

3316 41633 

Jen 

1950 

-081 

19.72 

19.45 

1319 21008 

Trial 





da ota 

m CRUDE Ott. IPE (SAjeneO 



Latest 

OBfl 



Opm 


price 

change 

Msh 

Lew 

W tat 


1752 

-0.17 

10*5 

1785 19318 35.130 

Sep 

17.B8 

-0.14 

18.46 

1782 21881 73886 

OCt 

18.11 

-an 

IBS 

1106 

43S9 17395 

Nn 

1882 

-0.16 

1832 

1119 

1383 11447 

Dec 

1181 

-0.18 

18.70 

1130 

1.407 15363 

Jaa 

1884 

-0.17 

1170 

1132 

554 11,171 

Tc£ri 





ata aft 

■ HEAT1NQ OX. NYMEX (42500 US gtisj UUS gtta) 


triad 

ow» 



Opm 


priK 


M* 

low 

Vd tat 

to 

51.75 

-ore 

wno 

5130 12377 34,723 

Sep 

■3«iS 

-045 

5335 


4.197 25,009 

Oct 

5130 

-145 

5480 

5105 

1267 20357 

Nov 

5485 

-0.40 

5585 

54.05 

1415 15340 

Ok 

55.10 

-a 40 

5680 

M90 

1456 15801 

Jan 

55.75 

-030 

56.40 

55.60 

804 13,432 

Total 





aft aft 

■ GAS 

OIL PE (Snonnai 




SbH 

Day 1 * 



Opm 


Price 


«9h 

Low 

M tat 


top 

7100 

-ISO 


33 

Mm 

7150 

-030 7130 7830 

50 

1377 

Jwi 

6030 

-150 8030 8030 

35 

181 

Bar 

8285 

-050 

- 

33 

■w 

8330 

-030 

_ 

9 

Total 



a 

130 

■ SOYABEANS CBT SJDttn wta centMOb taring 

Jd 

81930 

+393 82100 80530 

1,764 

3471 

Aug 

77930 

+29 78100 754.00 17J12 as,?rp 

Sep 

874.00 

+275 675.50 65850 

3821 

12835 

Nonr 

621.75 

+» 62175 600.00 22.741 

71303 


I 1710 -45 1755 1720 1563 879 

P 1735 -40 1785 1735 2518 23554 

W 1717 -38 1758 1725 513 11547 

■ 1682 -38 1720 1683 309 4.124 

w 1650 -40 1672 1670 IB 811 

■y 1635 -40 - - - 67 

M 4519 41582 

COFFEE ‘C* CSCE p7.500toa; cena/tbe) 


Jd 

18730 

+1.00 18100 18730 

38 

43B 

Sep 

16230 

-110 16630 10130 2.417 11307 

Ok 

14930 

-130 15285 14730 

851 

5849 

Her 

14130 

-085 14330 14030 

in 

2317 

to 

13635 

-235 13830 18530 

84 

875 

Jd 

13435 

■140 

64 

269 

Total 



1823 208* 


■ PORK BBJJBS CME {ClOQOba; oena/ltis) 

M 82575+0225 83.850 80900 209 622 

flog 80250-0500 82850 79250 1265 4551 

Fab 70250-1525 72200 70276 8) 824 

Her 69.100-0500 71.100 96100 1 18 

N 73500 3 5 

Total 1595 8,727 

LONDON TRADED OPTIONS 

Strike price S tonne —Cals— — Puts — 

■ ALUMINIUM 

(967%) LME Aug Nov Aug Nov 

152S 52 94 11 33 

1575 23 06 32 54 

1B25 8 44 66 81 


62550 +27.75 S272S 61350 1.784 14222 
Har 63450 +285 83550 623.00 887 4504 

Total 44276 148549 

■ SOYABEAN 08. C8T (SROOPtos: oente/lb) 


■ COFFS (ICO) (US ewts/pouncQ 


Jd 11 

C0R4L Italy 13372 

15 day oarage 14050 


Aug 

Sap 

Oct 

mv 

Dee 


Total 

PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prion supped by N M Rothschild) 


7,763 48576 


160.75 -125 16525 1602S 11.405 25580 

1SL50 -1,00 16675 162.00 2#1 7,997 
16550 -0.75 18850 18425 881 7,900 

166.75 -150 17000 16600 683 4,644 

16625 -150 17150 167.75 806 10206 

16925 -0.75 171.75 18600 555 8.157 


JD 

2238 

+0.49 

22.90 


366 1854 

tog 

22.43 

+150 

7?Q-i 

22.10 

4837 23803 

Sop 

2236 

+055 

2230 

2235 

2855 74838 

Od 

2231 

+033 

2230 

2235 

1.143 11802 

DK 

2163 

+161 

2283 

22.11 

4849 42879 

Jb 

22.75 

+036 

7UW 

2230 

939 5335 

Total 





15.US 186899 

■ SOYABEAN MEAL CBT (100 tong; S/tonJ 

Jri 

274.7 

+103 

2753 

270.1 

1302 8,111 

AB9 

2548 

+93 

2553 

246.0 

8846 25804 

Sep 

230.1 

+83 

Z316 

223. B 

2879 17,167 

Od 

210.1 

+7.1 

2133 

2010 

1888 14371 

Ok 


+73 

204 J 

1615 

4879 38843 

Jaa 

mz 

+11 

2028 

197.5 

930 4885 

Trial 





2S88B11S8M 

■ POTATOES LFFE (20 tomes; £ per tonne) 

ROT 

403 

+15 

_ 


• 9 

Itar 

610 

+33 

- 

- 

_ 

Ari 

710 

+10 

710 

873 

151 1835 

Hay 

803 

+10 

- 

- 

2 

J BB 

903 

+10 

- 

- 

- - 

Trial 





190 1846 

■ FREIGHT (BiFFSO UFFE (SlQftKlfjx potari) 

Jd 

1325 

-10 

1325 

1325 

7 1,191 

to 

12» 

*5 

- 

- 

- 592 

Sap 

1300 

-5 

1300 

1300 

15 196 

Od 

1415 

- 

1415 

1415 

3 1,181 

Jan 

1425 

+3 

- 

- 

- 152 

Trial 

Ctaaa 

Pm 



27 1317 

BR 

1372 

1371 





■ WMTE SUGAR UFFE (50 tonnes; Stoma) 


tog 

3217 

+4.7 

3268 

3228 1789 2872 

Od 

3198 

+1.1 

3178 

3156 1347 11135 

Bee 

3148 

+14 

3143 

3148 

139 4848 

Itar 

3158 

+11 

3113 

3156 

216 5881 

Hey 

3154 

+08 

3168 

3156 

40 1856 

to 

3128 

+11 

- 

- 

- 933 

Total 





3/01 25818 

■ SUGAR 11- esce n 128000**: earasribs) 

Od 

11.12 

+103 

1U2 ,11.06 1146 92817 

Bar 

1188 

+101 

1187 

1184 1854 42814 

Nay 

11.15 

+101 

11.16 

11.12 

385 11146 

-M 

11.10 

+063 

11.10 

1186 

570 4.776 

Od 

1183 

+101 

1UJ3 

1182 

167 18» 

Mar 

1086 

+001 

- 

_ 

S3 731 

Total 





13H15Z8N 

■ COTTON NYCE (50.000C3S; cantribs) 

0d 

7148 

-032 

7370 

7385 

61 12887 

Dk 

73.47 

+112 

7370 

7380 

336 47887 

Ur 

74.6S 

+087 

748S 

74.41 

809 88« 

toy 

75.40 

-a id 

7585 

7580 

143 8166 

Jd 

7585 

-105 

76.10 

7580 

77 183* 

Od 

74.40 

-143 

74.40 

74A0 

.6 282 

Total 




127» 77,481 

■ ORANGE JUICE NYCE (1580006! caitarib^ 

Sk 

75.70 

+175 

7580 

7480 

625 20802 

Hot 

7115 

+030 

7 U65 

77.75 

277 1664 

JK 

81.10 

+130 

8130 

mtin 

173 2700 

Mar 

84.10 +035 

8480 

6480 

30 1.W 

May 

87.10 

+145 

87.05 

8780 

36 350 

Jd 

9110 

+155 

9100 

9080 

29 -« 



Nov Aug Nov 
156 12 70 

102 37 114 

64 91 174 

Sep Jul Sep 
125 251 90 

104 278 11B 

64 307 149 

Sep Jul Sep 
58 - 2S 

44 - 36 

32-49 


■ BRENT CRUDE 
IPE Aug 

1750 

4800 - 

1850 43 


Sep Aug Sep 
42 42 


LONDON SPOT MARKETS 

■ CRUDE 00. FOB (per barrel) +or- 


Brent BleraJ (dated) 
Brent Blond (Aug) 

W.TJ. 


$16.78-185 -0575 
S17.63-7.8S ’0.17 

S17.8B-7.90 -0.17 

$1 950-951 vr -5535 


Total 


L335 HfMl 


TON 


6,122 71261 


■ NATURAL GAS NYMEX (11000 88nB&; StanfitaJ 


GoMfTrey od 

S price 

£ com SFr equlv 

A* 

CtOM 

32080-321.00 



Opening 

321.70-32200 



5«P 

0d 

Hoy 

Ok 

Im 

Morning fix 

32185 

190.52 

47483 

Afternoon fbt 

321.70 

10084 

474.03 

Day's High 

32220-32250 



Day's Low 

3J0.60-33I90 



TOW 

Previous dose 32100-32150 




Sett Ufa 
price change 

2.135 +0.541 
2.127 +0.023 
2.135 +0.01 B 
2266+0415 
2.400+6010 
2440+0.012 


tigk Lop 
2140 2110 
2130 2110 
2145 21Z3 
2270 2260 
2406 2385 
2440 2435 


U 


FUTURES DATA 

At ftrfuas data auppSaC by CMS. 


M 

1*135 3840 
5*409 24277 
U57 24578 
98 11543 
375 1638 
526 15,433 
ate ide 


Loco Ldn Mean Grid Landtag Rates (Vs US4) 


1 month . 


.240 6 months . 


.,351 


■ UNLEADB) GASOLINE 

OTMEX (425TO US gate.; cflJS gats.) 


2 months 

_3.43 12 months 3.72 


latest Day's 




0pm 

3 months 

-3.47 



price cbaagc 

HWl 

Um 

W 

tax 

Shv R* 

pflroy os. 

US cts equnr. 

tag 

5175 

-151 

60.10 

5110 17833 3T8Z0 

Spot 

257.45 

434 "S 

top 

5785 

-087 

sore 

57 re 

6888 17,129 

3 months 

261.10 

43110 

Od 

5175 

-148 

5180 

5580 

3830 

8878 

6 months 

264.90 

444.00 

Met 

5480 

-153 

5480 

54.90 

817 

2857 

1 year 

272.95 

454.50 

Dk 

5460 

-0.48 

5130 

5485 

388 

6.419 

Qokl Coins 

S price 

£ squlv. 

Jan 

5480 

-143 

5580 

54.70 

4® 

4889 

Krugerrand 

320-323 

189-191 

Total 





aft 

aft 

Maple Leaf 

. 

- 








New Soveref^t 

75-78 

44-40 









Tea 


The Tea Broken 1 Aasednflon reports 
thri Owe *89 improved demand and that 
In landed to 09. cotowy. britftar East Afri- 
cans advanced 2 pence to 4 pence, while 
fcgm Dquortng types tended lower. Reiner 
central Africans were g cnc rel y dearer, OO- 
chore: there was voy strong c o mpatfflon 
with prices gaWng 5 pence to 15 panoe. 
Quotations lor this sale Landed: bast 
avaflablo 135p; good N/A; good medken 
l30p; metfixn 123p; low medum 99p, Th* 
Mdiesr price reeBsed ttw week for Landed 
ws I35p fcr a Rwanda PF1. and tor 
on s h ore was 137p for a Kenya PFl. 


VOLUME DATA 

Open interest and Volume data sheen for 
contracts traded rei COMEX. NYLttX C8T. 
NYCE. CMC. CSCE and IPE Crude 03 ■* 
one day In arraara Volume & Open Interest 
totals are for an traded months. 


INDICES 

■ R eu t e tn {Base 18/W31 = 100) 


Jd 14 JU 11 

19005 1888.1 

U CRB Ftfluraa (Base: 1887 ■ 100) 


mouth ago 
20023 


year ago 
18825 


Jul 11 JotlO mont h ego 
233.52 23270 

■ asa spot (Base 1970 = loot 


ywerepp 


Jd if 
n/a 


Jul 10 mouth ago 
18158 185.81 


year ego 

208-57 


im wmuaieuiiE 

STOCKS (tijiua.il 


AkanMun 

-1825 

to 

obi res 

Akmtun Kay 

+40 

fe 

97.080 

Copper 

-2875 

to 

141.2D0 

Land 

SO 

tt 

118800 

Mdtd 

-288 

to 

BB8» 

Zinc 

*300 

to 

419800 

Hn 

ft 

1 

-15 

to 

11830 

i 


Pramfcan GeaoBne 

Si 02-194 

-2 

GbsOS 

$161-164 

-1 

Heavy Fuel OK 

sao-63 

+15 

Naphtha 

$174-175 

+1 

Jd lid 

$178-178 


Diesel 

$165*166 

-2 

■ NATURAL GAS panerthann) 


Bachm (Am) 

9<40-980 

+0.15 

WM emu Arpw l TtL Lonton (t Tin) 356 eras 

IPE (And 
■ OTHER 

9.400 

+1075 

Gold toertroy 

$320.75 

+080 

Stiver (per troy 

43100c 

-100 

Ptettnum (par troy oz.) 

S40S80 

+1j00 

Paoadkan (per troy Oi) 

$17280 

+3.00 

rjwm> 

114.0c 

-48 

Lend (US prod.) 

4580c 


Tin (Kuala Urnpur) 

13.77r 

+025 

Tin (New YorV) 

258.5 


Cattle (he wdghd 

I02.04p 

+1.5S- 

Sheep ONe weight) 

11781p 

-02B" 

Hga Gw weisWT 

8a4Sp 

-US’ 

Lon. day augre (raw) 

$26820 

* 2 X 0 

Lon. day sugar (wts) 

$326^0 

+2.40 

Bariay (Eng. feed) 

Unq 


Metro (US Noa Yetow) 

£10080 


Wheat (US (tark North) 

Unq 


Rubber (Au^ 

5980p 


FS*b«r(S«rtf 

6980p 


Rubber (KLRSS Not) 

2298a 

+U 

Coconut 01 (Ph®§ 

0O58y 

-108 

Pakn 01 (Malay J§ 

512078= 

+58 

Copra (PM)§ 

$41S8y. 


Soyabeans (US) 

2010 

+10 

Cotton OunadfA* W« 

8185C 

-02S 

Vtfodtapa f84o Super) 

420p 

-1 


value of 305, account for 45 per 
cent of the reserve while foe rest, 
with an average API of 35 J5, com- 
prise lig ht and medium oils from 
the Gulf region, foe North Sea and 
West Africa, 

A typical average quality would 
comprise 50 per cent Iranian 
heavy. 25 per cent Arabian light 
and 25 per cent Kirkuk crude. 

The tenders will be handled by 
the ErdOlbevorratuugsverband, 
which will act as agent, for foe 
government. • 


COMMODITIES NEWS DIGEST 


Fletcher Canada 
shuts three plants 


Fletcher Challenge Canada closed its throe British 
Columbia pulp and paper mills yesterday as 
the company went an strike demanding greater job swu- 
rity. The outcome of foe strike was se^ Ukely toseU 
precedent across the province, 

unions want to increase the number of Jobs in foe | j*« nr 
and foe forest industry is demanding more fleactbUtty 
from workers. The company, in which New » 

Fletcher rhnitong g holds a majority stake, and foe union 
representing its 2.400 employees are predicting foe strike 
could last several months. 

The Pulp, Paper and Woodworkers of Canada union 
wants the company to create additional jobs through foe 
elimination of overtime and other measures, The com* 
pany, which reported a C$i4m (USSlOm) loss on sales of 
C$437min the quarter ended March si. is demanding 
greater flexibility to contract out work and reduce foe 
size of its workforce, practices agreed to by foe union in 
eastern Cana da. Financially-troubled Skeena Cellulose is 
rwatrtnp the same demands of its employees before re- 
opening a British Columbia pulp mill closed.last month. 

The provincial forest industry, burdened by high costs 
anri strict government regulation, lo6t C$290m last year 
and is expected to break even this year, according to Price 
Waterhouse. In spite of the troubled state oT foe industry. 
British Columbia's forestry workers have been encour- 
aged by foe province’s left-leaning government and have 
adopted a tough negotiating stance in the free of potential 
job cuts. Scott Morrison, Vancouver 


PERUVIAN PRIVATISATION 


Centromin sale continues 


Privatisation of foe assets of Centromin, Peru's state- 
owned mining and r efining giant, continued yesterday in 
spite of Friday's setback when Industries Pcftoies unex- 
pectedly announced it would not after all be taking con- 
trol of the metallurgical complex Metal Oroya. 

The Mexican decision not to proceed came at the llth 
hour. Petioles had placed a gen erous valuation of $185m 
on 50 per cent of Metal Oroya when it was auctioned on 
April 18. This was well ahead of offers of $221m from Doe 
Run of foe US, a subsidiary of foe Rcnco group, and foe 
$S5m bid by Switzerland’s Glencore. In addition, the Mexi- 
cans subsequently announc ed they would buy a further 
percentage from the Peruvian state making a total invest- 
ment of $226J>m. 

In a curt communique from Mexico City, Petioles said 
simply the ‘‘requirements fixed to guarantee the adequate 
profitability of the investment had not come about”. 
Sources in the Peruvian privatisation office said Petioles 
had attempted to renegotiate certain conditions after the 
auction, which had proved Tinacceptable. 

Centromin 's privatisation committee immediately 
offered Metal Oroya to Doe Run, the runner-up at April's 
auction. The US company has expressed continued inter- 
est in the smelters and refineries and win give a definite 
response once financing hostilities have been evaluated. 
Doe Run has until September to take up the offer. 

Sally Bowen, Lima 



CROSSWORD 


No. 9,427 Set by GALAPAGOS 



ACROSS 
1 Standing out against reduc- 
tion of flavouring accept- 
able to old American fli) 

7 Cloud in faded image (3) 

9 The first clean return 
results in break out (5) 

10 He gets drinks to Insinuate 
Mmsdft the parasite (9) 

11 OS-key character without 
member's support (5-4) 

12 Big day returns far poet (5) 

13 Most active of foe French 
mill about in high road (7) 

15 Soldiers In race return at 
medium pace (4) 

18 A science graduate con- 
trived to get crust (4) 

20 Suffer to keep up (7) 

23 Champion loses lead, just 
missing gold (5) 

24 Lighter left superfluous 
material (9) 

28 Getting ready for difficult 
paper round (9) 

27 Dead broke before many 
made contribution (5) 

28 Grooving breeds sexual 
excitement (3) 

29 Swimmers tend to be quiet 

. when approaching boats 

(5,8) 


DOWN 

1 Not all Indians show up. 
being artful (8) 

2 State supports a unit made 
up of sailors (8) 

3 Irishman on church i»«rt 

(5J 

4 Mobile retail outlet (3,4) 

5 Backup advanced on first 
order, that’s rich! (7) 

6 Arrange promise on board, 
msuraging mutiny (9) 

7 Doctor works on unknown 
illness (6) 

8 Mother Macready’s first 
*>y brings riches (G) 

14 Having doubts, turned cen- 
taur in (9) 

16 Raol and Dave almost fall 
out after first Saturday In 

17 m 

u areata in and is turned out 

W 

19 South African embracing 
is raised to be more 

m «7> 

** confronts ftifl 

member about roofing (7) 

21 Slf .s HR attraction at 
funfair iB) 

™« w ‘ lhoul stiff with- 
out point (6) 

uctant student at first 
tearing takes in nothing 


t tm toma u)TOs oOnmDb road, p pnrtg. o entab. 
i rtgjwa.ni w iHifiTTOwaita.r JuWafr « Am. wM 
VLnuan RqaBaL 5 Of AWkii f MNn «M 
etew. ■ Chrog* bmA IBaM re SOD tmtt of pigs aotL 


Solution to Saturday’s prize mrai* „ «. ^ 

Solution to yesterday’s prize^Sfe on M ta 7 ay July ®- 

puzzie ou Monday July 28. 
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LONDON STOCK EXCHANGE 


Footsie surges ahead to new closing record 


FTSE AMtart' 


Equity *b«#**t**<ta* 


2.300 - — ^1-, — —— 


1230 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 



Some much needed encouraging 
economic data coupled with a 
burst or actual and rumoured 
corporate news were the main 
driving forces behind a rampant 
UK stock market yesterday. 

Additional help for London 
came from Wall Street’s excellent 
performance last Friday and 
again at the opening of US trad- 
ing yesterday, which saw the 
Dow Jones Industrial Average 
push up to within 20 points of its 
previous closing record, 7, 962^1, 
reached on July 9 after London 


trading ceased for the day. 

Those positives saw the FTSE 
ioo race ahead to finish the ses- 
sion a net 57.9 higher at a record 
closing level of 1857.4. The index 
is only 2L6 short of its all-time 
intraday high of 1879.0 reached 
on July i Turnover was 737.3m. 

But the leading index left the 
other FTSE indices in its wake 
worrying about the impact of 
sterling's continued strength 
keeping an iron grip on the sec- 
ond liners, many of which are 
export-driven. 

The FTSE 250 closed the day 
only 15.6 ahead at 4.423.9m, while 
the FTSE Small Cap settled 1.0 up 
at 2.205.4. 

Senior traders In London said 


the stock market was being 
pushed higher by the prospect of 
more takeover and merger activ- 
ity coupled with the need for 
fund managers to find a safe 
home for the continuing influx of 
investment funds. 

"Liquidity is the driving force; 
fund managers know they have 
to get cash into the market and 
London is as safe a haven as they 
pan find, at the moment," said 
the head of marketmaking at one 
of the big European securities 
houses. He added that the FTSE 
100 could well run on to hit the 
5,000 level In the short term, 
given no downside surprises. 

UK strategists were more cau- 
tious. Mr Richard Kersley of BZW 


pointed out that the “bullishness 
in London is being confined to 
the big cap variety of stocks; 
upside influences are mostly 
international and focused on the 
drugs, utilities and banks.** 

London began the day in sub- 
dued ibshion. the FTSE 100 open- 
ing around 13 points higher 
before coming off quickly as ster- 
ling made further rapid progress. 

The index briefly dipped into 
negative territory during the first 
hour of trading, before embark- 
ing on a strong and determined 
upward move which saw it finish 
at the day's best and a new clos- 
ing record. 

The producer price news, show- 
ing output prices down 02 per 


cent and input prices down 04} 
per cent, failed to- stem the 
upwards performance of sterling. 
The Bank of England's sterling 
index against a basket of leading 
currencies moved up to 105.7 
before easing back to finish at 
105.5 with sterling remaining 
comfortably above the DM3.00 
level. 

I Cl was easily the best individ- 
ual performer among the FTSE 
100 leaders, its shares spiralling 
upwards in the wake of the sales 
of its bulk chemicals businesses 
to Du Pont of the US far $3bn. 

Drug stocks, always favourites 
among American investors, were 
also in the forefront of the mar- 
ket's advance. 
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Indices and ratios 

FTSE 100 48574 +57.9 

FTSE 250 44235 +15.9 

FTSE 350 23254 *244 

FTSE All-Share 227248 +22.07 

FTSE All-Share yield 3.42 3.45 


Best performing sectors 

1 Pharmaceuticals .+*-0 

2 Chemicals - +3.3 

3 Telacommunkationa +2.4 

4 Consumer Goods +2.1 

5 Water +1-8 


FT 30 308J.1 +37J 

FTSE Non-Fins p/e 13.19 18.81 

FTSE lOOFut S«P' 4880.0 +48.1 

10 yr GUI y»W 7.14 iJX 

Long ggt'equiiy y*d ratio 2.10 2.0 

Worst performing Motors 

1 HetaBera: Food - 

2 Goa Distribution 

3 Textiles & Apparel — -0 ( 

4 Breweries : Pubs & Rest - -O- 

5 Extractive Inds — -0.5 


1CI up on 

DuPont 

deal 


By Peter John, Martin Brice 
and Joel Kfeazo 


ICI, on the rack recently, 
shot back into favour as the 
company announced the sale 
of its industrial chemical 
operations to DuPont of the 
US for S3bn. 

The shares leapt more 
than nine per cent and 
dragged the rest of the chem- 
icals sector up in their wake. 
They closed up 69V= at 880p, 
almost 50 per cent above the 
price five years ago when 
the company first suggested 
hiving off its Zeneca phar- 
maceuticals arm. 

The jump to the tqp of the 
Footsie on turnover of 14m 
was helped by an enthusias- 
tic trading update at which 
Id said it expected 1997 
first-half profits of £160m 
before exceptionals. 

Analysts were delighted 
by the speed with which ICI 
had disposed of the parts of 
the business no longer 
required since the acquisi- 
tion of Unilever's speciality 
chemicals business. 

The sale mar ks the shift 
from bulk commodity chemi- 
cals toward higher margin 
speciality chemicals. And Id 
added it was confident of 
selling its remaining North 
American titanium dioxide 
business and achieving a 
good price. 

US investors were said to 
be returning to the stock 


and Nikko said the shares 
could rise to between 950p 
and £10.00. However other 
anal ysts pointed out that the 
prospective p/e was now the 
most demanding in the sec- 
tor. Dresdner Kleinwort Ben- 
son retained its sell stance 
and said fair value would be 
around SOOp. 

Leading pharmaceuticals 
reached for new heights in 
response to Friday's strength 
on Wall Street and positive 
fundamental data. 

Zeneca was up 78K at 
£21.58Vi. SmithKline Bee- 
chain 43 to £12.47 and Glaxo 
Welcome 59V» to £13.76‘/s. 

With Wall Street running 
and the US drug groups In 
favour, the differential in p/e 
multiples has grown. 

One analyst pointed out 
that Warner Lambert was on 
33 times 1998 earnings. 
Zeneca was only on 23.7 
times. 

And recent market 
research showed pharmaceu- 
tical sales in the world's top 
10 markets rose 6 per cent in 
the first four months of 1997. 

Commercial Union jumped 
sharply as a sector recom- 
mendation coincided with 
the return of some fairly 
standard takeover talk. 

The shares have been hit 
hard recently in anticipation 
that profits will be shot 
down by the surge in ster- 
ling- The insurer generates 
around 45 per cent of operat- 
ing profits outside the UK. 

Sterling was still moving 
on up yesterday but the ster- 
ling story was supplanted by 
a tale that ABN Amro, the 
Dutch hank, was very inter- 
ested in buying ClTs Delta 
Lloyd insurance arm. Also, 
Credit Lyonnais Laing rec- 


ommended the sector ahead 
of the Interim results season 
which kicks off in two 
weeks. CU ended 2l‘i up at 
701p. 

BT regained 16 to 456'/ap in 
a “technical bounce" follow- 
ing Friday's profits warning 
from tbe company’s 
would-be merger partner, 
MCI of the US. Up to 10 per 
cent of BT shares are said to 
be at the centre of a complex 
trading deal that exploits the 
differing value of stock In 
the merger partners. 
Although much of yester- 
day's volume of 34m was 
said to be hedging those 
positions, it was a far cry 
from tbe 195m shares traded 
on Friday. 

A raft of downgrades on 
BT followed the profit warn- 
ing from MCL with analysts 
shaving about £200m off this 
year's forecasts and £400m 
off next year. 

Traders said BT shares 


could rise if it renegotiated 
merger terms with MCI, 
since the current share price 
discounted the merger going 
ahead on the original terms. 

Generator PowerGen 
gained 14 1 = to 769p helped by 
relief that its £200m share of 
the windfall tax would he 
met out of current funds. 

The chairman also told 
shareholders at the compa- 
ny's annual general meeting 
that that the group's busi- 
ness performance during the 
current year was 'In line 
with expectations' and the 
company approved a share 
buy-back. 

A profits warning from 
rentals group Thom cast a 
shadow over the stock yes- 
terday. 

Speaking at the company's 
annual meeting, Chairman 
Sir Colin Southgate said the 
company expects the 
strength of sterling to reduce 
reported current year profits 


FT 30 INDEX 

Jilin JU 1 I Jump JUI Jut B Yr ago High low 

FT 30 3080.1 3052.7 3037.3 3030.1 3024.5 2723.1 30830 26680 

Ord.div.yWd 355 3.60 3.62 3.63 3.64 4.07 442 3.55 


P/E ratio net 18.68 1B.46 18 31 1827 1825 16.00 1808 1500 

P/E ratio ril 18.49 1127 18.12 1808 1806 1811 1840 15.71 

FT 30 Mnee compaaBre i : mgh 3 Q 8 SJJ 01 / 0 TUB: k» 414 Zhtisjaa. Base Data: i/J /35 


FT 30 hatvfjr changes 

Optra 950 10-00 11D0 1250 lajQO 1450 1540 1800 High LOW 
3057.8 3051.fi 3064-5 3063.5 30622 3067.2 3070.4 3071.9 3075.5 3080 2 3047.1 

AJ 14 JuMI Jul 10 Jul 9 Jul 8 Vr ago 

SEAQ bargains 51.584 53,604 49.160 48.488 51.896 20200 


SEAQ bargains 51.584 53604 49.160 48.488 5 

Equity turnover (Cn^t - NA NA 2044.7 2 

Equity bargains! - NA NA 43.647 5 

Shams traded (miff - NA NA 6344 

tEadudnq km-nwrkBt and ovw^ess turnover bw including Cnw turnover. 
O FTSE bnarauanal Lvrwod 1997 Ml ngtns iwrved 'For 1997. 


Jul 11 

Jul 10 

Jul 9 

Jul B 

Yr ago 

51604 

41160 

48.488 

51596 

21200 

NA 

NA 

2044.7 

2263.9 

1703.4 

NA 

NA 

43547 

52,127 

31115 

NA 

NA 

634.4 

721.7 

537.5 


■ London market data 


Rtaes and tads' 52 Wash highs and lows UFFE Equity options 

Total Rises 626 Total Highs 137 Total contracts 50,734 

Total Falla 537 Total Lows 100 Cels 29284 

Same 1,703 Puts 21.510 

Jul 14 ‘Data based on Equity shares listed on tha London Shoe Service. 


FT BY INVITATION 

A Golfer's Weekend at Luttrellstown Castle, Dublin, 

Fft, with tickets to the Smurfit European Open. 
i ii^i i Friday August 22 to Sunday August 24. ifegSI 
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The Financial Times, together with Virgin Ultimate, invite you to an exclusive weekend at the 
beautiful Luttrellstown Castle, Dublin. Enjoy the idyllic surroundings, fine cuisine and excellent 
Irish hospitality which guarantees to make this a memorable weekend. The break includes: 

• Rights and transfers • Champagne reception 
• Golf at Luttrellstown Castle’s 1 8-hole Championship Golf Course (host to the 
Guardian Irish Open) as well as several other outdoor pursuits 
•Tickets for the Smurfit European Open • Fine Cuisine and first class service 
To find out more about this special weekend, simply complete the coupon below or call 
Michael Pearson at the Financial Times on +44 171 873 3286. 

BRIEF ITINERARY 

Friday 22 Fly Stansted to Dublin with Ryan Air. Sunday 24 Full Irish breakfast followed by a choice of either 


Friday 22 Fly Stansted to Dublin with Ryan Air. 

Transfer to Luttrellstown Castle. 

Champagne reception and tinner. 

Saturday 23 Full Irish breakfast followed by a day at leisure to 
pursue activities such as golf, fishing, cycling or 
tennis. Dinner and dancing to live Irish band. 


Sunday 24 Full Irish breakfast followed by a choice of either 
tickets to the Smurfit Open with gourmet hampers 
or croquet on the lawn, lunch and antique 
appreciation at Luttrellstown Castle. 

Late afternoon transfer to airport and flight to 
Stansted. 


Price: £650 per person im VAT based on two people sharing. Single room Supplement on request 
Price exdudes: All beverages except lha welcome champagne reception and wine with dinner, travel insurance and Hems of a personal nature. 
This trip is organised on behalf of the Financial Times by Virgin Ultimate and Corporate Wings "Ravel Club of Great Britain. 


FINANCIAL TIMES 

No FT, no comment 


Golf Weekend at Luttrellstown Castle, Dublin 

To: Michael Pearson, Financial Times, One Southwark Bridge, London, SEi 9HL Fax: +44 171 873 4381 
Please send me more information on this special weekend. 

Name: Telephone: 

Address: 


County •. Postcode: 

Addresses supplied by readers in response to this promotion will be held by the FT. if you do not wish to receive any 
mailings please tick the box □ * 


by around £llm of which 
around. £5m has arisen since 
the year's end. 

Thom said that during the 
first quarter turnover was 
down one per cent on a con- 
stant currency basis and S3 
per cent at actual exchange 
rates. 

The shares closed at 
158‘=p. The stock has been 
weak since the group was 
demerged from EMI last 
August and the shares 
retreated from a peak of 394p 
to hit a low of lo Op in May. 

Brisk trading in WH Smith 
brought turnover of &Sm by 
the close as the shares 
appreciated 9 to SStf-zp. 

Analysts dismissed a 
weekend press report saying 
WH Smith believes a rival 
retailer is lining up finance 
for a takeover of the group. 
Tbe report pointed to flood 
retailer Asda Group, a 
penny lighter at 14 Ip. and 
electronic goods retailer Dix- 
ons among Smith's likely 
predators. Dixons improved 
14 to 560p_ 

It also suggested Boots. 13 
ahead at 787 s ip, as another 
possible bidder. However, 
analysts indicated Boots had 
considered a takeover of WH 
Smith but decided against 
such a move. 

Cairn Energy lifted 16 *‘i to 
498p as Lehman Brothers 
raised Its stance to "outper- 
form” from “neutral". 

Lehman said the stock had 
dropped 24 per cent from 
their mid-March high, even 
as the news flow from the 
company had improved. 

Hardy Oil & Gas rose 12'S 
to S60p - a new high - after 
the group gave an encourag- 
ing report about drilling on, 
an exploration well in the 
Timor Sea. 

Lasmo eased 1% to 268 Vip 
after Salomon Brothers 
advised clients to take prof- 
its. The broker said valua- 
tions were stretched and it 
was targeting 252p over a 
twelve-month period. 

Shield Diagnostics 
improved 17% to 542‘.- : p on 


optimism ahead of the com- 
pany's annual results today 
and hopes for the group's 
cardiovascular fiiww diag- 
nostics test. 

The mark-down in engi- 
neering stocks continued to 
affect shares, with 
Rolls-Royce shedding 87. to 
23 6p on fears of the effects of 
the strong pound. 

The same worries were 
said to be behind the decline 
of 4 to 204p at Glynwed. 

The first day of trading in 
Camxnell Laird, the ship 
repairing group, saw its 
shares rise to a 14-5 per cent 
premium to the lQQp issue 
price, and close at ILiVip. 

Bodycote advanced 27% to 
632Vip, helped by a positive 
note from brokers Dresdner 
Kleinwort Benson. 
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FTSE Actuaries Share Indices 
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■ FTSE Actuaries Industry Sectors 
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j/s Year Phr. Net P/E Xd a * Total 

ga% Jii 11 JullO Jd9 ago yield* ewer ratio ytd Retwn 
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+05458858465251 457856 351143 350 251 1853 8178 2071^43 
-0.5 424167 428174 422253 4029.16 172 258 14.09104501282.07 
+15 480256 478458 478458 SCS1 15 144 155 1165 9043 2232.42 
+1 .1 3745.87 371 751 378350 2441 59 153 121 3859 3355 2319.85 
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FTSE AIM 10517 +05 10515 10515 10545 - 155 1.08 80.00t 453 96127 

■ Hourly movements 

1050 1150 1100 1350 1450 1850 1110 HlgH/dayLow/aair 


- 155 1.08 80.001 453 96837 


FTSE 100 48135 48015 48214 48345 48224 48335 48375 48313 **650.7 48574 47965 

FTSE 250 44115 44115 4414.6 44115 44117 44195 44211 44215 44225 44245 44107 

FTSE 350 2307.4 23019 23115 23*11 2311J 53159 2317.7 23116 23231 2325 9 2300.7 

FTSE SmaKGap 220457 2204.99 2205.07 220543 2205.17 220559 2205.19 220558 2205.50 2205.68 2204.69 

FTSE AB-Share 225556 2251.43 2253.16 225950 22S95S 2283.37 226552 226181 2289.99 2272.48 2249.47 


Tine 4 FTSE too Day's Note <50 PM *#*'■• 9*13 AM. FTSE 100 1087 rtjtr 48S74 114M7/BD Um 4«lfl n0rtJli9ri 
Time at FTSE ao-SUbb* * high: PM Day's taw: 9:13 AM. FTSE A»-S*we 199T rtgtt 227250 (14/07/97} Low: 19B9.7B 


Further Mumotion Is avafette on hapj'/www.ft36X0rTi 

a FTSE International untiled 1997. AB ftgWa reserved. “FT-3E* and footaW ora 
trade marts of the London Smck Eseftanoa and The Rnmctal Tlmaa and ere 
used &y FTSE International imdor Seance. 

t Sector P/E rates greater than 80 and net covers greater than 30 are not shown. 
t Values ore negative. 
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Highs & Lows shown on a 52 week basis 
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Automatic Call Distributor 
(ACD) technology, 
which handles high volume 
in-coming calls, was 
pioneered by Rockwell. 
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048 24 14 1205 39ft S7% 38% -ft 
014 19 44S 7% 9% 7 

020 08 23 482 23% 22% 22ft -ft 
070 £5 9 3 26% 28ft 28ft 

1443 2ft 2% 2% 


4M%79% 

17% 10% 
7B%5a%itaor 
10 7%H8vpm 
24% W%TUtaeta 
842 43% itar 
*3%31%1ffCS 
»37%7Mtar 
35%33%MM24 
23% lOTHsreA 
5DA8S%Tta4B# 
26% 23% Tffito 
34% 34% Tatar* 
53% 32% Tdnftf 
25 17 TUtfM 
16% 14TacnB> 
8% 5%ltM4 
54% Slbppar 
7% 5% Tata U 
24 l9%TMbOM 
28% 21%‘MnDlK 
2% l%TVta 


-% 

+% 

-% 

-ft 

A 

-ft 


-u 


6% 41GBTBMX02D 
50% 37l 2 TCFFta* 140 
10 8%TOK«cfx084 
79% 65 TOC Cup 4 045 

1% HTISUtea 

28ft 19% TJX 020 

Z7%1S%11f>Entt 096 
a0ft47%TW 144 

28% 22%TtaaiFd 041 
9% 7%THnW 


-T - 

SJ 18 383 6ft 
£0 191573 49ft 
02 742 9% 

00 ® V 79 
4 ift 
07 21 6829 a29% 
84 11 194 25% 
2.0 ® 2629 061ft 
1701 25% 
3 52 9% 


Oft 6ft -ft 
4MJ 49 -% 
9ft 9% +ft 
76% 78% +1% 

1ft 1ft . 

26% 29 +% 

44% Kft +ft 
60% 60% -ft 
25ft 25% +% 
8 % B% -% 


M BDRS 



IB 71 13% 

13ft 

13% 

-% 

38% 2ft lEG 



8 9*1 38% 

3GA 

38% 

*h 

34% 25% II8T 

102. 

50 

H142I9 29ft 

aft 

7ft 

-ft 

81% 55% IN. 



102267 73 

72% 

72H 

+% 

25% 21% OH CUP 

144 

01 

18 449 23(2 

23% 

23ft 

-% 

14% 10% LIC he 



IB 3481)14% 

14% 

14% 

ft 

28 % ia%Oriceax 

10D 

7.1 

72424 22ft 

22% 

22,1 

+a 

39% 29% DM DC 

044 

1.1 

22 BffirtSft 

3n 

38% 

-% 

25% 18%IMM 

012 

05 

17 40 a% 

2fli 

2S 

ft 

T2Z% 88IM* 

223 

19 

22 99120% 

119% 119ft 

ft 

227163% ttataV 

435 

2Jt 

21133222% 

221 

222 

- 1 % 

MR 45% UnCxup 

100 

£3 

5B21B2H55A 

54% 

55ft 

ft 

Sift 40*2UnCub 

075 

10 

11 X40O51R 

50% 

XA 

-ft 

x% 13% Orion cup 



34 32 XA 

25ft 

20A 

ft 

51% 48 US £50 

300 

60 

Jfltfi1% 

51% 

51% 


67% mue«m 

100 

BJ 

0)10*2 

67% 

67% 


39% 31 % Ufkc 

£54 

08 

13 519 37H 

37ft 

37% 


72% 56% Uritec 

122 

£4 

21 1370 71 R 

70% 

71% 


52% 38% IMudtari 

100 

29 

24 912 X% 

X% 

xft 

ft 

23% 17% Uderilka* 

020 

09 

104430 21% 

X 

Zlft 

-ft 

Bft 5%Lkfqa 



zons nSft 

8ft 

8% 


12% 7% UritOnrp 



23 9» 11% 

10% 

m 

-ft 

29%23%l*MMx 

074 

£0 

191295 28% 

2D 

X 

ft 

18 13%U0eUMfx 

101 

£8 

2B1B25 15 


ua 

ft 


.SE 


-ft 

-% 
-% 

_ -a 

27% -A 

37ft -ft 


27% 23%UKOcntad 020 08 14 501 26% 2S« ®% -ft 

56% 42% U9k 043 01 27 9317 Sl% 60% Sbs -ft 

32% 23% IhdHum £98 OB 14 326 U32% 32ft 32ft *% 

0% 5%Uttndut 02a 37 19 133 9 ft 1% 

15% laftUKftxxifx 132 94 138 131% 13ft 18% 

2312 10% u-wway 39 23% 23% 23% 

25% 18% U5H6x 020 04 18 3549 24ft 24% 

X 25% IB tar 338878 28% 27% ZTfi 

29% SUSMaa 7 ZB 29 

47 29%USSug OW 04232270 38ft _ „ 

88R65%UUT1K 141 14 224203 SS% 84% 84% 

19% 15UMtar 092 52 19 994 19 17% 17% A 

57&2B%UMaf 3ai210n5Bft 57 58ft +1ft 

39% SZIMr FOUk 14* 2715 6K 38R 38% m A 

22%18%1»>m 170 IMS 12 102 Wft 19% 1BR 

36% 27% ItMQpx 14B 3.1 14 1209 85ft 34% 34ft 

45% 30%ltascUx OSD £1 191U41 97% 87% 37% 

057 14 23 W 47 46% 46% 

10 011 40ft 80% 30% 

£14 57 14 4S2 38 Sft 37ft 

7598 21ft Zlft 21 


+1 


47% 99% URN 
41% 31% IBM 
39ft 31%USNMx 
22% 1BUSHM4 
4Qft 2B%USAHMSv 


7258 alOft 38% 40ft -ft 


W 108 A 

Hpk inM Be % I m Hpk L 

30% 19% USA 09010 39% 35% 35R +% 

9% 9% OSUEfeC 062 97 0 93 U9% 9ft 9ft 
31% 23% USB 078 29 152709 3D 21% -% 

am25%USXIK 140 £9 10 6233 36ft SEti S% -ft 

T712%uaUM 020-14 22 K1 13% 12ft 12fl -ft 

29H25%(I*»P 176 54 11 701 fits 29% 29% -ft 


66RG4%tfCp 142 

X 20% vinE 082 

ft e%WHtec 920 
25% 17VVNH6X 
11% 1B1MMaflTx072 
82% 211te« Ml 
SB% 47%MMi 
45% 29ftreu 
14 l9%VMtax 

19% 14% Hal 
73% B8%aES£00 
3^2i%utarM 
5i% *o%matax 
9% 7%Mtaar 
74 50% ten* 

10% 55%VUuM 


CUE 

148 

032 

540 

OS3 


-V- 

1417 Ol 99% 
1 A 45096 88R 
M 79 8ft 
142S16 Sfti 
65 64 lift 

35 1581x93% 
07 131323 S% 
St 1114 42ft 
74 0 334 13% 
17 84 22U 19 

69 276 72% 

45*048 Sift 
17 251132 49% 
6 zO 7% 
£7 31 232 79% 
£4 14 137 79% 


86% 86ft 
36% 96% -% 
#% Bi? -ft 
2D ZQft +ft 
11 % 11 % 

33 33% +% 
53% 54% ■% 
42ft 42ft -ft 
13ft 13% +ft 

S555 3 

29% 31% -1% 
49% 49% -% 
67% 7% -%■ 
79 79% 

79% 79% •% 


25% 15%M6M 

29%26%«n.HdUB 

33% 291MuikE 
86% 53% BUM 
24% 15% teCHMf 
4% 8%Hfatx» 
59% 38% tape 
35% 25 % mams 
X 22 
148 80% 

25% 20% 

«%Z7% 

Cl%325% 

37% awn 
10 % 6%M4ontMR 

32% 21%aMUUB 
6% 3%VknvM 
43 2fi%WBatSd 
17% 14% tataMI 
45% 40MMta* 

8% 2 %wekust 

32% 27% W*Uk 
TBS 15%Wtam 
fio% aeawa 
Z7H 19%9taa 
30?. Z7WMCD 
1S% HfeWtartE 
79% 57% MSB 
38ft 26% WORM 
21% 14% Wnfiufx 


-w- 

X 510825ft 25ft 25% 
£00 74 13 832 X Z7R 27R 

MIBBBRSlf 33% 33R 
140 24 13 3336 62ft 61ft 61ft 

026 1.1 32 92 2R 22ft 22% 

IX 4 3fl 4 
048 04 35 3796*9% 58% 50% 
068 17 17 ZOO 

027 09 2827355 
142 1.1 49 6093 
1.19 49 15 4» 

148 3.7 10 2DS*9% 28% 

440 1.1 20 si 0427 428% 


Mb 

34% UM£I 
30% 2S%WMpa 
33% SWUKB 
573 * 2 %wynar 
17% 11%8Mr 
55% 45% VMM 
22%15H 

a» «% 

12 % 6 % 

39% 33% Works 
77% 59% WtaSa 
47% 30% Mas 
8% 5%WH*e 
18% T2WoMlaf 
42% 29% talfel 
7% 6%Huta0B 
27% XWtafii 
22% 18% MaiO 
wh. 29%Wco 
28% 23ft WUC MR 
31% 18 H Wuhntoix 
26% 18% Metal 
25% 21%MN«HIX 
4% iRPttttav 
28% 23% WPS H* 

71% 54%WHDtax 
49% 32% W|ftl IU 
39% 19% WjuaU 


32ft 32% 

35% 33R 
189% 142!% +1% 
25ft 25% +% 

+a% 

098 £1 3236011 33% 31ft 31% -1% 

335 9ft 8ft 9% -i 1 . 

048 19 274 X32% 32% 32% +% 

006 19 2 121 5 4% 4% +ft 

27 4880 &43% 41% 42 -1 

020 12 7 337 16% 16ft 16ft -ft 

£56 69 21 171 43% 42% 42H -% 

5250 n3% 3% 3% +H 

OSB £1 16 81 3011 30% 3031 +ft 

OS2 19 26 58741121% 20% 21% +1% 

£20 £0 25 5579270% 263% 265% -5% 

024 09 222545 27% 27% 27% +% 

OS 12 10 1221)30% SO X +ft 

21 987 DIO 18R 19 +% 

31 1719 77% 75% 76% -1% 

1815912 37R X 37ft -1ft 

029 12 272705 17ft 1B% IBS -% 

£10 82 H 681 3«ft 

020 08 18997 24% 

129 49 12 3D »;j 

099 £8 19 ttll 33% 32H 33% 

190 £8 30 3030 57ft SBft 98% -ft 

012 08 23 791 15% 15% 15% -% 

128 29 21 1683 53ft 52ft 52% -% 

» 34 18% 18ft 18}i -ft 

042 19 IS 1X3 28ft 25% ZS% -ft 

121 lift 1QR 10% +ft 
198 42 16 106 39ft X 36ft +% 

126 12 31 1190 77 75% 78ft -% 

1JH £3 X 5W7 44% 43ft 44ft +1 

010 1711 IX 6 5% 6 -ft 

020 1.1 614 13ft 18 18% -ft 

192 £7 S 6X 37% 37ft 37ft +% 

020 29 25 284 76R 7-% 

154 &1 14 820 2Sft X 25% -ft 

012 07 14 U8 17% 17% 17% -A 

1.12 29 1165 ■>«% 40% 40% -% 

051 £8 2D 37 23% dZSZSft -% 
009 (U 20 5591 26ft 24 24R -1% 
19 7X7 24% 21% 24ft ft 
T7SU2S% 25ft 25% +% 
214X 2% 2ft 2% -ft 

194 79 15 2X 273 27% 27ft -ft 

076 1.1 84 1181 703 «3 70% -% 

022 OB 172101 U49R 49% 493 

022 1.7 18 174 29% 29% 29% -% 


-X-Y-Z- 


84 51%Xenu 
49 40% na cup 
25 20% nun E« 
58 37% lull tt 
5 42kfM 
13 % 9% nan 

28% 24% MU M 
7% 7%2akkc 
26% 17% Zero 
IZ&'KAtaMfx 
9ft 8Zv%Trtx 


126 15X9251 
020 IS 17 122 
IX 5214 X 
048 1915 475 
raw 
4132 

190 3913 332 
073 04 in 
0.12 OS X 82 

720 aa an 
084 as xa 


83% 82 

44ft 43ft 
23R 23% 
48% 48% 
X 4% 

12ft 11H 

eft X 
u7% 7Ji 
253 25% 
12 % 12 % 
« aR 


03% -H 
*3H ft 


23% 

48ft -ft 
5 +% 
12 % *% 
20ft 
7% 

25B -% 

72% -% 

9 


m> dm vm sr em. m <* ft i 


tata ta bn lor MSE Mta da «Md ta M 1 un. 

UUm tanta tart taa U dMOta m nul dtatenmn* bnd 
h *■ hM (Mnta. Ub tan m jnddu. 

m» m« jrt i n rata m n n b ihm nrtr 
vpL r-»uuta or «v» aHta. Mta la tart 
a DntaBa 


4 FT Free Annual Reports Service 
Yon can obuki la cuiut anauU iapo>B aad I i 
(ptaarty upon ot ny ccnymtaa aa tte ns eg ta pw wMi 
• f apmhoL Tb outer iqxxta Inc Ontenuttoud Aocass) 
1-604-320-8097 or gfR 8w Baua at Da oompanlw aian 
npon jcu uaot and In par mpta to (MnnUfcml Accon) 
1-604-320-6135. (kpork wH taa oantlba next anktag ttoy, 
airtiect lo a a U1W I» YOu can ako utter onlne at WpM 
wmUcUHMonUcdiUtL 


AMEX PRICES 


AptnctoSoJiit 14 



P / 

Sk 


Stack 

Dta. E tau Hta Ira Okra Oai 

AdrMBgn 


208 12ft 10H 12ft +1ft 

AbiDgxS 

3 

a 9% 9ft Bft 

ft 

Altai tac 

10 

X % ft % 

♦ft 

Aiptahd 


1087 lift 10% 10% 

-1 

Am dr Pi 

Ud 7 

12 48 45% 46 

-% 

AnxtaM 


4505 10ft 9% 10% 

-ft 

AmEifdi 


109 M% 14% 14% 

+% 

AnpaMnA 

353 5% 5ft 5ft 

ft 

ASRUffi 

200 0 

34 22% 22 22% 

ft 

Asbotedi 

14 

217 6% 6ft 8ft 

-ft 

tetatanA 


7X 7% 7% 7% 

-% 

AuuTotaA 


695 1(2 1% 1% 

ft 

ArtWIDR 


10 3% 3*2 3% 

*% 

BSHOcam 

15 

50 3% 3% 3% 

-% 

ttdperwr 

050 26 

45 38*2 38% 38ft 

+ft 

BUNT Aft 


198 U3ft 3% 3% 

+A 

BATtff x 

097 11 1424 18% 18% 18% 

ft 

Bead 


12 4% 4*2 <% 

ft 

Bkdsltan 

040 

B 47% 47 47 

ft 

BxHttdA 

IS 

83 Z7 2B8 27 

-ft 

BuMnr 

308 12 

48 2% 2% 2% 


Bum 

ax a 

518 32R X% 323 

+a 

BrascanA 

104 30 

77 25% 2*% 2S% 

-a 

Canrtrex 

028 16 

130 40% 39(2 40% 

+% 

OAKkAft OX 

720 *A d3% 3% 

-a 

tymkeof 

18 

24 2UB ZB% all 

+% 

CmpTch 


46 9A 9% 9% 

ft 


n Sk 

Stack Dta. E 168a U* low One Sag 

Qxiprtac 7B, 1ft 1 % 1 % +% 

CtaocdfM 12 10 7 GR 7 +% 

CnaaKTA 022 X 392 ltf% 16ft 10ft -% 

Crown C A 14 IISuTSR'l^i 16{2 -ft 

CnmCB 14 127 17 16ft 1® •% 

CHUe 0J8 18 223 X 04% MR -ft 

Pita m ii% 11 % »% *% 


DUD 


1X0 4U 4» 4% -% 


EvtnCo 095 19 10 153 15ji 15R -% 

SchoBn Z1E 5ft 5% 5% ft 

GcdEnAx 032T71 X © 8% 8ft +ft 

EMtolk W X 9ft 6% 9% +ft 

EQI« 220 105 93% 92% 92% -1% 


Ftb latex 

HnaA 

FcresiLa 


GHFdA 

GU«rx 

eokOkkl 

HMMr 


m 2D 20u32% 31 H 32% -% 
3X13 X 66% 65 65% -% 
. 885u4S% 45% 46% +% 

000 16 2D6 56% 10% 16% -% 

OX 11 19 19%' 19% 19% +% 
1996 31% 30ft 30ft -ft 
0X27 780 33% 33% 3® -% 
070 13 243 1«'1I%18% -ft 
201 0% A % -ft 


Stack 

Dta. E IBBi HM LwCknCUg 

Stack 

Ok E Itata Hta 

LcuOomi 

»>| 

Qupsrl 

100 19X79 

54 53% 53% 

+% 

HMm 

022 19 96691130% 29% 29% 

+% 

NTTmA 

004 24 1214 53 

52 52ft 

ft 

ChnnSh 

879 

5% 5« 

523 

ft 

HnACh 

JO % % % 


NIIR 

8 128 IS,, 15% 15% 


QucUMa 

2M8 

m 1% 

1 % 

ft 

Hakax 

1W 25 3 23% 23% 23% 

-% 

PegensG 

SB 342 5% 

5% 5% 

-% 

Chemkb 

17 10 

18 18 

18 


ItteM 

71 300 17 18% 18% 

ft 

Pertd 

4 40 8% 

B 8% 

ft 

artrisn 

820333 13% 11% 

IS+lft 

HnaurtnA 

94 ti) 6% 8% 

ft 

PUCx 

128 11 89 14% 

14 14% 

♦ft 

Orton ty 

626423 21% 20% 20% 

ft 


IxttuCp 016 16 7T 14% 14% 14% +% 
tat CUB 878 5% 5% 5% ft 

tatanmn 37 IB 11% 10% 1® -% 
tat 1649 11% lift lift -% 

JnBta X 126 2ft 2% 2% -ft 
JTSCtxp 2516 % ft % -ft 

KknfcCp X 87 3% 3ft 3ft +% 
KqpEqx 02D X 40 16 17% 17% ft 

LUnpB 006 X T17 5j| 5% 5ft 
IpPUiCp 42 70 X X 99 

X 37 47ft 47% 47ft -ft 

022 15 ZJ1 37% 36% 36% -ft 

4168 12ft 11% 12 -ft 

ZUO 10% 10% 10% -% 

H3CJA • • ' IB 55 20ft 29% 29% -% 

HBREtal 3 H ft H 


4148 1% -t% 1% -% ' M«38f 5 2W ' 8ft 8ft 8ft -ft 


20 26% 26% 26% 


SJKCup 228 12 5 52% 51% 51% -% 

ltd) Pita 020 12 33 9% 9% 9% 
TaRUMa 042 X W X X X -% 
Ttanadcs 141031 16% 18ft 16ft -ft 
Ibanurta X 1458 n38R 36% 36ft -1ft 
TctPHA 148 66 10% 10% 10% -% 

TomQny 0 SB % 0% ft 

Tutus Mat 2271 20% 20% 20% 

UMRntaA X 4 2% 2% 3% 

UUFoodoB 27 5 2ft 2ft 2ft -% 

OSCBtad 181011 2® 29ft 20% -% 


159 731 2® 28% 26% -1ft 
196021 2® 2tfa2Bft -1ft 
112 X 20 13ft 13ft 13ft 


WET 


XytlHdx 


342 1ft 1% 1% -% 


n »i 

bin 


-A- 

ACCOup 81 798 32% 31 31% -1 

AcdUmE 3700 3% 3% 9ft -ft 

ActauCp 3811728 X 17% 18% >1% 
M9MA 452Q9BS 42 40% 42+lft 
ADCTat 5515060 36% 37% 38% -2% 
MacceUn 037 43 X 48% <9% 49% 
Monsx 020 162X74 38% 36% 37S -1ft 
lailBtk 13 292 15ft 15ft 15% -ft 
WrPtttm 1578 8% 7% 8 

M0W3O 148 42% 42% 42% -% 

MnaA 044 Ml 1384 S% 35% 36R -2ft 
MMB 053 13 7865 86% 34% 35% +1% 
MEapr Q» 21 1566 30% M 39% -J 2 
AaMfl 13 13 542 70% 68% (8% -1% 
AMU 066 151X7 27% 26% 27% ♦% 
AKUO m 16 XU20% 20% 20% +% 
AtanOrg OS 14 >0 39% 39% 38% 
Wla n 2991 10% 9% 10 +% 

AMCepI 1M 18 208 20% 29% 20% 

AHOlp 1.74 13 M 15% 15% 16% -% 

AtoatttC 7 tf u3% 3% 3% 

ANOeU 21 1275 2ft aiQ 1R -ft 

Mn# 4737397 h57% 53% 57% -3% 

AraWnf 06014 w 68 X 09 +% 
AmCMp 6 156 IDbl 10% 10% -% 

Anltarag X 6992 29% 24% 25% +ft 

AtnSObD 78 1501 Oft 7% 7% -ft 

AuRtqn 60 2790 BIT 16% 18% +V 

Atnaw OX 152597 35% 35% 95,*. +% 
AnMP H39B4 n3ft 2]} 3-1 

turn £60 10 22 69% 87% 99% -% 
AmPwCvf 21 64X 22% 21ft 21R -ft 
Aupn lc 2143981 56ft 55 55% -X 
Antal!)] 547 4S 4% 4% +% 

ABUogta OX 24 780 39% 36% 98% -% 
AnUtak 036 32 X 34 32% 33% -% 
AnangaMn £00 11 3 9% 9% 9% 

Aorta* Cp 2B17443 33ft 32% 33ft +R 
ApognEe 018 21 475 21% 21 21% 

3350790X3% 76% X -3% 
AppkC 36677 15% 14% 15% -ft 

AflkMa {LOT 21 4364 28% 27 29% +1% 

Artur Dr 024 2711839 2% 21% 21R +H 

AtcCaR 02* 13 384 10% 10% 10% -% 

Aigonant 1£4 134 31% 31% 31% +% 

ArtBetM 1682 10 9% 10 +% 

ArnUta 044 18 489 mo 18% IB +% 

3S 2% £ft 2ft +ft 
S2TO«J 52% 50% S2R-4R 
AapeeTTed X184B24%23% » -ft 

AST Radi 1753 5% 5ft 5ft -ft 

Aftteaon 200 15 X 7 6% 7 -% 

1967149 X 31% 34% +1% 
Auatyi 7349 2% ifi 2% -ft 

ABttkX 024 12309 41% 39% 40% -1% 
03 2% 2% 2ft +ft 
ID 429 2% X 22*2 +% 


- B- 

BEI B 009 M 105 11% 10% 11 -% 
J 009 794 8% 7% lift +ft 

BUta.8 04012 18 20% X 20% +% 
RUflF 4511 10% 9% 1005+155 

M 412 28% 26% 26% -ft 
BattantyxOM 13 845u29% 28% 26% -% 
1.6 0 34 46% 46 46% -% 
BndaCup 049 17 364 29% 26% 26% -ft 
Me PM 18 8 99% 39% 39% -% 
BaaaatF 060 254 29% 28% 28% -1% 

Bay View i 032X1166 27 28% 26% -% 
BE Abb 352480 93% 32% 33 ■% 
BndCnx 0*2 11 X 11% 10% 1l+% 
BeaUany 68 39 14 13% 13% -ft 
BarirtqRR 060 13 769 59% 5B% » -% 
flKABrp 011 18 X 10% U% 19% -% 
X (a 7% 7% 7% 
2913668 35% X 35ft -ft 
OH X 5710101% 20% 20% -1 
134113 X 48% 44% 45% -1% 
3M3 WOb60% 57% 50% +1% 


Hkc 
Btagn 
BtanRx 
Stack Dig 
fldCtyftr 

BebExana 032 X2242ul8% 17% 18 +% 
Bata £8 » 2X 25% 2t% 25% +1 

Bound 8881 6% Oft 6% +% 

Botanic ® Z0t)28% 29% 29% 
BntyHAx 052 X n 28% X 28% -% 
BRCMga 14 98% 37% 37% -% 

BSBBnep 100 M 124 39% 37% » +% 
WO 0% 8% 0ft -ft 
BuMorST IX 3% £% 3% -% 

BUr Bum 331701 33% 32% 33% +% 
Botertflgx 048 10 X 34% 34% 34% 


-c - 

CTBC 71 364 X 34% 34% -% 

tyrtuCunOX 16 39B 15% 15 15 -% 
Caanty 702 9% 7% 7% -% 

Cat Mao 1051 17%' 16 16 -% 

tyukk 14 117 6 5% 5% -% 

Oaten 171329 4ft 3R 4% +% 
hex 049 X 281048% 148146% +2% 
CBrtkxCuxIUM 44 40 44% 44% 44% +% 
CaaayS 01221 684 22% 22% 22% -ft 
Oa^ma 1040 B% 7% 8% -ft 

catty 17 9 8% 8 B% +% 

Oaokxor 33X6024 X 34% a +% 
CHdBk 099 181912 38% 37% 37R -% 
CDtlSpr 17 2100 25% 25% 25% -2% 
ffl 4% 4% 4% 
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Oitffex 164 19 947 B2% 80% BI -1% 

Otaty 030 X 780 66% BB% 63% -% 

CkO OX 19 571 aft 25% 26% 
am 1® 181 14% 14% 14% 
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Dow edges Strong dollar propels Frankfurt to peak 


closer to 

8,000 level 


ABN Amro 


AMERICAS 


Wan Street opened higher in 
morning trading with the 
Dow Jones Industrial Aver- 
age moving within range of 
the 8,000 mark on the 
of good gains for technology 
and financial services 
stocks, writes John Labate in 
Neva York. 

By midday the Dow 
strengthened 10.68 at 7,932.50 
while the broader Stan- 
dard & Poor’s 500 Index 
Improved 3.58 to 920.26. 
Among Dow stocks. Interna- 
tional Paper rose $1A at 
*58 ft and Boeing gained *1 
at *57*. 

DuPont, which ann ounced 
the acquisition of much of 
ICI’s industrial chemical 
business, was unchanged at 
S68K. 

Technology stocks, large 
and small, were off to a 
strong start for the week. 
Among Dow components. 
Hewlett-Packard gained $2Vi 
at $83 and IBM rose $ti at 
$96 3 -«. The Nasdaq Composite 
Index gained 17.57 to 1,520.19 
as Intel surged $2 at S78ft 
and Microsoft added $314 at 
*132%. 

Networking firm Ascend 
Co mmuni cations jumped 
$4ft or more than 8 per cent 
at *S2ft. 

Internet access company 
Netscape Communications 
rose $3& at *41 Ji while inter- 
net company At Home, 
which went public on Fri- 
day. surged more than 25 per 


cent, adding at $21li. 

A batch of upbeat second 
quarter earnings reports 
lilted much of the banking 
sector as Nationsbank rose 
$1A at *67{g and First Chi- 
cago gained $i£ at $64&. On 
the downside. Wells Fargo 
lost $4‘.; at $266'.4. 

Major financial services 
companies had a good morn- 
ing with Donaldson, Lufkin 
& Jeru-ette g aining *2ft at 
$59% on strong second quar- 
ter earnings, and Charles 
Schwab adding *V« at S42&. 

Retailers were mixed as 
K-Mart lost $% at *11 and 
rival Sears Roebuck slid *% 
at $54 is- Industry leader 
Wall-Mart rose $% at $35}i. 
Despite an upgraded analyst 
rating and the announce- 
ment of a new chief execu- 
tive, Waste Management was 
down $£ at S32&. 

TORONTO climbed further 
into uncharted territory hav- 
ing hit record highs in three 
of last week’s five trading 
sessions. At the noon calcu- 
lation. the 300 composite 
index was up 20.00 at 
6.646.40. 

Barrick Gold gained 55 
cents to CS30 and Placer 
Dome added 25 cents at 
C$20.95. Among communica- 
tions stocks. Northern Tele- 
com was the star performer, 
advancing C$2.25 to C$139.25. 
CanWest Global Communi- 
cations, which put out a 
strong earnings statement 
on Friday, jumped 60 cents 
to C$24.50. 


The strength of the dollar, 
which hovered around a six 
year-high against the 
D-Mark, propelled many of 
the bourses forward. 

FRANKFORT moved 
ahead from Friday’s record 
close as the Ibis-indicated 
Dax index climbed 67.89 to 
close at 4,142.19. off a day's 
best of 4.151.51. 

The insurance sector out- 
performed as Munich Re’s 
first half figures, released on 
Friday, won it upgrades 
from a number of analysts. 
The shares closed up DM295 

at DM6.430. and Allianz 
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Paris was closed for the 
Bastille Day holiday 


gained DM13.05 at DM432.50. 

First-half steel production 
figures, up 13 per cent from 
1996. helped the sector. 
Preussag rose DM10.40 to 
DM549 and Thyssen gained 
DM7 to DM440. The compa- 
nies also continued to bene- 
fit from news that they were 
planning to start talks on co- 
operating in shipbuilding. 

Strong German motor pro- 
duction figures, released late 
on Friday, supported car 
shares. Volkswagen moved 
up DM37 to DM1.487 and Por- 
sche was DM20 higher at 
DM2,870 on reports that the 


two would collaborate to 
enter the fast-growing 
sports- utility car market. 
BMW rose DM50.50 to 
DM1.545 and Daimler-Benz 
climbed DM3S5 to DM148.60. 

ZURICH moved swiftly 
ahead after Friday’s pull- 
back and the SMI index fin- 
ished 44.3 higher at 5,845.8. 

The pharmaceuticals sec- 
tor was at the centre of 
attention. Roche certificates 
jumped SFrilO to SFrl4^25 
ahead of today’s first half 
sales figures. 

Novartis also found strong 
demand, rising SFr39 to 
SFr2,420. 

Sulzer Medica made a vol- 
atile debut. After jumping to 
a hefty premium at SFT440. 
the shares settled back to 


SFr408, compared with the 
IPO price of SFr350. 

NestU turned back from a 
high of SFrl,989 to close 
SEV12 weaker at SFrl,950 
ahead of first-half sales fig. 
ures expected later this 
week. 

Winterthur jumped SFrS6 
to SFrl,474 as the takeover 
or merger speculation which 
drove the shares last week 
was reinforced by Friday's 
anno uncement that Mr Mar- 
tin Elmer’s BZ Group held 
18,3 per cent of the insurer. 

AMSTERDAM saw 
another strong session for 
ABN Amro. The AEX index 
rose 11.66 to a record 94&17 
to extend its rally this 
month to 9 per nprrt 

Dealers said the upside 
drive was coming mostly 
from the options market, 
plus some private Investor 
buying. 

“The institutions are sit- 
ting this one out but so Car 
they are not s elling . Some 
stock shortages are setting 
in," said one trader. 

The heavyweight interna- 
tionals made most of the 
running. Philips rose FI 2.10 
to FI 14830 and Royal Dutch 
shrugged off concerns about 
softening oil prices and 
recent “take profits” advice 
from a top broker to advance 
FI 2.40 to FI 11L20. 

ABN Amro continued to 
storm ahead. Talk of an 
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acquisition persisted and the 
shares ended FI 1.80 higher 
at FI 46.60 after touching a 
session best of FI 4&30. Hie 
shares, which traded 9 -8m 
yesterday, have advanced 
nearly 30 per emit since the 
start of this month and mo re 
than 50 per cent since mid- 
ApriL 

NedHoyd jumped FI 3L20 or 
53 per cent to FI 6130 after 
news of a disposal sparked 
hopes for further restructur- 
ing. 

Heineken stayed out of 
step with the broad upturn. 
Slipping FI 6 to FI 334. 

HELSINKI continued to 
set the pace within the Nor- 
dic bloc, rising 32.72 to a 
record 3,417.01 on the Hex 
index. 

STOCKHOLM pushed 
Vn eAwtr too. lifting een- 
er^Sd e xkuto3.4173L 

Nokia tracked recent gains 
for US high techs, adding 
FMklO at FMk429. Ericsson 
was a similar story among 
Swedish shares, gaining 


SKr3 to SfCr329. Ahead of 
Thursday's results from its 
joint venture with Merck. 
Astra A rose SKr330 to 
SKrl56. Volvo B gained 
SKrl-50 to SKr2LL5 on talk 
of a US acquisition by the 
group’s trucks arm. 

MILAN finished below the 
day's highs as bond markets 
came off the boil, after a ses- 
sion in which the banks 
marto much of the ru n ning. 
The Comit index rose 11.10 
to 882.40 while the real-time 
Mibtel index turned back 
from a high of 14.175 to chose 
SO ahead at 14.068. 

Among the banks. Credtto 
I taliano rose t-iea to L3.7SS 
and Ambroveneto jumped 
654 to L7361. having been 
suspended twice for exces- 
sive g ains . Investors have 
been targeting the stock 
ahead of its planned alliance 
with the Milan-based savings 
bank Cariplo- 

Banca di Roma was L106 
higher at Ll.450 after week- 
end reports that it had 


struck a deal with manage- 
rial staff to reduce salary 
costs. 

Benetton, the often vola- 
tile clothing group, jumped 
LS20 to L3&867 after railing 
a news conference for today. 

MADRID moved higher In 
quiet trading overshadowed 
by political uncertainty. The 
bourse closed for 10 minutes 
during the morning as the 
nation paid its respects to 
the latest ETA . murder vic- 
tim. At the close, the general 
index was up 4.93 at 628.10. 

Repsol rose Pta200 to 
ptaG.550 as doubts about tar- 
iff increases were said to 
have diminished. 

Asturiana de Zinc 'added 
Pta210 to Pta3.225 after Glen- 
core international of the US 
announced plans to increase 
its stake in the company to 
45 per cent 

ISTANBUL added to its 
string of record closes after 
Saturday's parliamentary 
confidence vote which was, 
as expected, won by the new 
right wing coalition headed 
by the conservative prime 
minister, Mr Mesut YUmaz. 

The IMKB National- 100 
index rose 16 to 2.043, having 
brushed a trading record of 
2,056 in late trade. The Index 
has risen almost 32 per cent 
since mid June. 


Written and edited tv Mtehaal 
Morgan and Jeffrey Brown 
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Mexico City falls back 


MEXICO CITY ran into 
renewed profit-taking follow- 
ing the modest sen-off that 
pushed the market lower on 
Friday. Volume was light 
and dealers said that senti- 
ment was holding up well 
after the recent strong rally. 
The I PC index, which 
notched up a run of eight 
consecutive record highs up 
to last Thursday, was 11-66 
lower at 4,809.96 lower at 
midsession. Financial group 


Banamex-Accival fell 57 cen- 
tavos to 19.66 pesos. 

SANTIAGO moved higher 
at the opening bat by mid- 
morning had slipped back. 
There was talk that telecoms 
giant CTC was set to pro- 
duce earnings towards the 
bottom end of brokers' esti- 
mates. The shares fell 
almost 1 per cent to 3,400 
pesos. At midsession, the 
IPSA index was off 0.38 at 
134.28. 
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Active buying of high-tech 
stocks continued to drive 
Tokyo higher, lifting shares 
above the 20.000 level for the 
first time since early July, 
writes Gwen Robinson. 

The Nikkei 225 average 
jumped 353£3 or 1-8 per cent 
to close at the day's high of 
20,228.72 after opening at the 
day's low of 19.909.09. 

Trading started on a posi- 
tive note as investors, 
encouraged by New York’s 
advance on Friday and 
strong Nikkei index futures 
in Chicago, bought high-tech 
electricals and precision 
instrument makers. Stocks 
stayed firm throughout the 
day on solid buying by both 
foreign investors «tiH domes- 
tic institutions. Sentiment 
was further buoyed by the 
recovery of financial issues 
and some construction 
stocks. 

Volume edged down from 
Friday’s 427m shares to an 
estimated 420m. Advances 
led declines 607 to 4® with 
157 unchanged. The Topix 
index of all first-section 
Stocks rose 20.75 to 1,525.14 
and the capital-weighted 
Nikkei 300 was up 4.88 at 
296.43. In London, the ISE/ 
Nikkei-50 index rose 2.11 to 
1.642.75. 

Among stocks that fell 
sharply in the wake of the 
failure of construction group 
Tokai Rogyo were. Aoki, a 
medium-sized general con- 
tractor, and Yaohan Japan, 
which both recovered after 
their executives denied late 
last week they were in finan- 


cial difficulty. Aoki soared 
Y14 or 17 per cent to Y98 and 
Yaohan Japan climbed Y30 
to Y125 on buybacks. 

However, investors har- 
boured anxieties about the 
prospects for troubled con- 
tractors and other debt-rid- 
den companies and are 
unlikely to chase such iggnns 
significantly higher, analysts 
said. Some construction-re- 
lated stocks continued on 
their recant downward path. 
Ando fell Y19 to Y435, Nlshi- 
matsu Construction YZ7 to 
Y718 and Tokai Kogyo slid 
Y5 to YI0. 

Precisian instrument mak- 
ers were the day’s biggest 
gainers, rising nearly 5 per 
cent as a group. Ricoh 
jumped Y70 to Y1.610, Canon 
Y70 to Y3340 and Nikon Y80 
to Yl.900. Among other high- 
technology issues, Sony 
surged Y230 to Y10.100. 
Advantest Y150 to Y9.800, 
Tokyo Electron Y400 to 
Y6.530 and TDK Y240 to 
Y9.000. Other blue chip 
issues also enjoyed strong 
gains with Honda rising 
Y100 to Y3.540, Fuji Photo 
Film Y60 to Y4.750 and 
Bridgestone Y120 to Y2£30. 

Banks rebounded. Sumi- 
tomo Bank climbed Y100 to 
Yl.860, Bank of Tokyo-Nfitsu- 
bishi Y70 to Y2.160 and 
Sanwa Bank Y70 to Y1.610. 
In Osaka, the OSE average 
jumped 185.27 to 20,976.81 
and volume fell to 16.3m 
shares. 

BONG KONG looked to 
the banks to lead a broad 
rally up into record setting 
territory although profit-tak- 
ing in the property sector 


pulled the market back from 
its best levels. The Hang 
Seng index finished 145.65 
higher at a record 15.37(194. 
off a peak of 15^0154, in vol- 
ume of HKSlS.lbn. 

HSBC roared to a record 
high of HK$250 but edged 
back to dose HKS4 higher at 
HKS249 as investors took 
positions ahead of the bank's 
results due on August 4. 

Second line finance stocks 
were strong on speculation 
that Chinese companies 
would continue buying into 
Hong Kong groups. Wing 
Hang Bank jumped HKS5 to 
HK 847.50, Wing Lung Bank 
added HK*L2Q to HKS50 and 
Union Bank picked up 
HK$1.15 to HKS19.90. 

MANILA gave up early 
gains to dose with the com- 
posite index 9.59 ahead at 


2.710.73 after rising to a high 
of 2,74793 in the first hour of 
trading. 

On Friday following the 
effective devaluation of the 
peso the share market 
soared 7.6 per cent but yes- 
terday foreign buyers were 
said to have turned more cir- 
cumspect 

Dollar earner PLOT rose 
30 pesos to 965 pesos. Talk of 
a tariff increase lifted power 
utility Meralco by 13 pesos 
to 155 pesos. 

BANGKOK continued to 
track the foreign exchanges, 
slipping 16.64 or 2.7 per cent 
to 611-91 on the SET index as 
the baht had another see- 
saw day. 

SYDNEY dosed lower on 
profit-taking. The All Ordi- 
naries index was down 26.1 
at 2.673.0 after a high of 
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2,701.6. The banks sector fell 
15 per cent with NAB down 
34 emits at AS19.606 and ANZ 
off 23 cents at AS9.92. Coca- 
Cola Amatil continued to 


meet with adverse broker 
comment, sliding 25 to 
A*14.75 for a three-day 
decline of 10 per cent. CSR 
shed 20 cents to ASS.ffT. 

ICI Australia ended at 
AS 12. 53 after the flotation of 
ICI’s stake in the company. 
The institutional and retail 
offer prices for the stock 
were AS 12.35 and A*ii.»5 
respectively. News Corp fell 
13 cents to A*630. 

BOMBAY tumbled on 
political worries after the 
regional DMK party planned 
to pull out of the United 
Front minority government. 
The BSE-30 index lost 96.96 
to 4,225.02. Analysts noted 
that the government faced 
no immediate threat since 
the DMK said it would sup- 
port the government from 
outside the coalition. 
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A record high for closing 
industrials and another 
good rally for golds pushed 
Johannesburg’s all-share 
index op by 32.6 to 7680.6 
at the close of trading. 

Golds extended their rally 
through a third session after 
a better showing for bullion. 
The index rose 34-8 to 999.6. 


Western Areas jumped 8.6 
per cent to R3160 and West- 
ern Deep improved 56 per 
cent to R108.50. 

Dealers said the upturn 
among industrials was 
partly the result of aggres- 
sive upside futures trading. 
The Industrial index gained 
356 to a high Of 86426. 


Arranger and Senior Lead Manager 

Bank Austria Aktiengesellschaft 


FT/S&P ACTUARIES WORLD INDICES 


The FT/S4P Actuaries World Intflcas are owned by FTSE International Limited, Goldman. Sachs & Co. and Standard & Poor's. The Mom are compSad by FTSE 
Intamgt hni al and Standard & Poor's in conjunction with the Faculty c4 Actmrtes and the Institute of Actuaries. Na t W eet Sec u t Uua Ud. was a co-toundty of the bxftces. 
NATIONAL AND 

REGIONAL MARKETS FRIDAY JULY 11 1997 THURSDAY JULY 10 1997 DOLLAR INDEX 

Figures In parentheses US Day's Pound Local Local Gross US Pound Local Year 

show nurter of Enas Doflnr Change Staring Yen DM Currency 96 chg Ore. Dollar Staring Yon DM Currency 52 week 52 weak ago 

0 < slock Index 96 Index Index Index Index on day Yield Index Index index Index Index mgh Low (appoa) 


Co-arrangers and Senior Lead Managers 
Bank Rozwoju Eksportu SA 
Berliner Bank AG - BankgesellschafT Berlin Group 
Investicni a Postovni Banka, a.s. 
WestMerchant 


Austrafia (761 236.59 

Austria (25) 19964 

Belgium (23) 255.11 

BrazB (30) — 314.00 

Canada (127) 21720 

Denmark (32) 400.33 

Finland (28) 20021 

France (84) 23361 

Germany (se) 226*4 

Hong Kong. China (66)... — 53066 

Indonesia (27) 243.66 

Ireland 07).., _36S25 

Italy (56) 10023 

Japan (485) 135.98 

Malaysia ft 07) ~~ .485.65 

Mexico (27) 1734.66 

NetfMftands (19) 422.19 

New Zealand 04) 24.78 

Norway (41) 320.82 

Ptrdippines P2) 143.30 

Singapore (42) 386.77 

South Africa (44). 35529 

Spain (33) 260.42 

Sweden (49) S0&43 

Switzerland (33) 31926 

Thafand (42) .59.16 

United Kingdom (213) _61B.43 
USA (B44) 371.35 


02 20539 
-03 17436 
-0.8 223.19 
-2.6 274.71 

0.6 19002 

0.0 355/48 
-0 A 262.65 
-0.6 20438 
02 196.55 

2.3 463.73 
-1.7 213.17 
0.1 323.13 

12 87.69 

-0.1 11637 


03 42438 

-0.1 151730 

02 38936 

02 85-32 
-03 28067 
-3.8 12537 

0.1 33838 

0.1 31127 

-OS 235.71 

03 444.81 

-1.9 27933 

-7.1 51.76 

1.1 27B39 

03 32438 


217.66 21132 
i 183.67 18334 

I 234.70 229.82 
288.87 62427 
i 109.82 215.52 

37332 372.31 
278.19 330.33 
21432 21B35 

208.79 208.79 

487.65 527.15 
224.17 385.85 

339.79 343.06 

9221 12833 

125.10 97.69 

44630 488/48 

1595.87 148652& 
38041 38334 
8720 75.08 

295.16 321. K 
13134 21425 

35533 256.30 
32732 35337 
24737 30420 
467.75 58329 
29427 289.48 
54.43 69.34 

29235 27059 

34133 371.35 


J 214.86 211.31 24337 

3 1832S 183.13 20236 
I 28428 22943 281.11 
) 29336 84039 322.44 
I 196.49 214.68 217.20 

I 389.97 368.72 40827 
I 274.43 329/4Q 304U9 

\ 21337 218.13 23737 
I 20623 20523 228.71 

) 471.80 51431 53933 
I 225.63 38929 254.90 
I 33529 340.65 3»25 
I 90.17 12&S 10023 
I 123.92 9720 15027 

I 44004 46326 66025 
i 1581 24 14099.78 1738.93 
I 383.47 379.03 42526 
' 06.16 74.72 BOAT 

l 293.10 320/40 32820 
I 135.82 19828 21427 

I 3S1.79 254.72 44821 
i &043 353.41 370.12 

I 247.18 30424 276.05 
I 458.96 575.53 509/48 
29623 283.13 $2 9 3 9 
5728 72.44 16825 

28622 278.74 319.10 

i 33622 370.07 37125 


Lead Manager 

Commercial Bank Bank Austria (Moscow) LLC 


Managers 

Ost-West Handeisbank AG 

National Savings and Commercial Bank Ltd. (OTP Bank Rt.) 


Participants 
AmerBank S.A. 

Bank Zachodni SA 
Hesse Newman Bank 
Republic National Bank of New York 
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Agent 

Bank Austria Aktiengesellschaft 


Advisor to die Borrower 

RCF Corporate Finance S.A. 
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